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Scrooge’s epitaph 
‘He created 
shareholder value’ 
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US set to veto any 

enf ' 

Nr UN move to ease 

nr sanctions on Iraq 

I The US made dear that it would 
P veto any attempt at the United 
h. Nations to ease sanctions on 

it Iraq, as France and Germany 

72, Joined other governments in 

at arguing for the restrictions to be 

ge relaxed. Divisions among govpm- 

j merits about policy toward Iraq 

thr* have widened since the US-UK 

firtf ; bombing campaign. Paige 3; 

plat EcBtoriai Comment, Page 11 

5° b China Jafls a third dissident 

China rejected international criti- 
° cism over the Jafflng of two 
prominent democracy activists 
ARA anc * sentenced a third to 12 
years in prison. Page 4 

P Yaftsfn presses for budget approval 
President Boris Yeltsin urged the 
Russian parliament to adopt the 
government's tough 1999 budget 
to help haul the country out of its 

a economic crisis. Page 2 

^ Russia seeks more trade with tafia 

Russian prime minister Yevgeny 
i Primakov urged Indian business- 

men to expand their trade with 
Ms country. Page 2; Editorial 
Comment, Page 11 

Brussels seeks aid reforms 
The European Commission put 
forward plans for a reformed sys- 
v tern of aid to Russia, Ukraine and 
Gui other former Soviet republics, 
lug Page 2 

China lets Branson's ballooa fly an 

jr China allowed UK entrepreneur 

^ Richard Branson's hot air balloon 

* to continue flying over its terri- 

*r* ' tory, reversing an order to land 
that had threatened to end the 
. round-the-world attempt on Its 

from Italy acts to cut payrol costs 
erupt 5 The Italian government 

East announced plans to help busi- 

R ness by shifting financing of a 
lsh ; range of social security benefits 

ider from payroll taxes to the general 
act* taxation system. Page 2 

Eta is ready for taflcs 
. • Eta, the outlawed Basque sepa- 

rati st organisation, said it would - 
q continue its ceasefire and was 

jp; ready to talk to the Spanish gov- 

|| )f eminent Page 2 

sa 19 (tie as freeze pips US 

on At least 19 people died on icy 
wt roads as freezing weather spread 

across the US. Forecasters 
warned the south and south-east 
of the country of worse to come. 
Weather reports. Page 12 

Hang Kang tycoon refuses to invest 
Hong Kong tycoon Li Ka-shfog 
rejected proposals to invest 
HKSIObn (US$1 .3bn) in the terri- 
tory because of concern about 
the political climate. Page 4 

Marijuana pl ants Hu n t, destroyed 
Troops destroyed fields of mari- 
juana on St Vincent which were 
reported to contain plants with a 
street value of SI bn. Page 2 

Austrafia to tariff row 
Australia threatened retaliatory 
action against Japan’s decision 
to impose a 390 per cent tariff 
on rice Imports. Page 4 


FT Weekend tomorrow 


A Christmas Eve package Inctafing 
partem of End Game, 
a mystery fhrfttr, 
an art* quiz, a 
giant crosswoof 
and lots more 


Japanese markets 
fall as state halts 
purchase of bonds 

Japanese markets suffered a 
triple blow with government 
bonds, stocks and the yen all 
down after ministers said the 
Trust Fund Bureau, a state 
institution, would holt outright 
purchases of domestic govern- 
ment bonds. Page 12; Barry 
Ffllay, Page 13; Bonds, Page 20; 
Currencies, Page 21; World 
stocks. Page 32 

Packaging companfe s JnekHfgig 
SCA and Assi Domain of 
Sweden, International Paper of 
the US, Jefferson Smurflt of 
Ireland, Kappa of the Netherlands 
and France's Otor, are joining 
forces on developing a new 
standardised cardboard box for 
fruit and vegetables. Page 4 

Bouygues, the French 
construction and communica- 
tions group, announced a sharp 
increase in projected losses at its 
mobile phone operation, while 
also unveB'mg a planned reorgan- 
isation of Its buildings and public 
works activities. Page 14 

Foreign banks arranged their first 
Chinese currency loan, signaling 
a step forward in the mainland’s 
gradual opening of its financial 
markets. Standard Chartered 
Baik led a RMBflOm ($9.6m) 
syndicated loan to Shanghai Tyre 
& Rubber. Page 13 

A joint venture between Enersfe, 
the Chilean electricity distributor, 
and Anglian Water of the UK has 
won Chfe's first water privatisa- 
tion contest with a $1 38.4m bid 
for 40 per cent of EsvaJ, the 
sanitation company serving 
Valparaiso. Page 17 

The Big Hve global professional 
services firms are pulling away 
from their rraddfe-tter interna- 
tional competi t or s as growth is 
powered by a boom in manage- 
ment consulting. Page 13 

Wfanertwrger, Europe's largest 
brick producer, tf d not rule out 
bidding again, for Ibstock to stop? 
CRH, the Irish building materials 
group, gaining control of the UK 
brick company. Page 17; Lex, 
Page 12 

Franca Telecom’s interconnection 
charges wiH be cut by 14 per 
cent in 1999, encouraging com- 
petition in the FFr170bn ($30bn) 
sector. Page 14 

Moody's, the credit rating agency, 
launched a review of the 
long-term debt issued by Mazda, 
the Japanese carmaker owned 
33.4 per cent by Ford. Page 17 

A plan to keep the siting 
Philippine Airlines flying was 
dealt a significant (slow when it 
was rejected by a group of 
European creditors. Page 17 


World Equity Markets 

The latest trends aid data from more 
than 50 nations mariota a a glance 
Page 31 
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ECB to hold 
rates at 3% 

Duisenberg pledges no ’early’ cuts 


By WoUgmg Bfincftaa In Ranktort 

The European Central Bank 
pledged last night not to cut 
benchmark European Interest 
rates below 3 per cent for “the 
foreseeable future". 

The message was clearly 
Intended to damp markp* expec- 
tations of any further cuts follow- 
ing the co-ordinated interest rate 
reductions by euro-zone central 
hsmitc tht« month. 

At its last formal meeting of 
the year, the ECB’s governing 
council yesterday set the deposit 
rate for the euro at 2 per cent and 
thg marginal lending rate at 45 
per cent These are the rates at 
which banks can deposit or her 
row funds overnight 

The ECB fllcn enn firmed that 
the benchmark short-term rate 
would be 3 per cent Many ana-’ 
lysts have been expecting an 
ECB rate cut in the first half of 
next year. 

The comments last night by 
Wim Duisenberg, president ctf the 
ECB, marts a saber analysis of 
the risks stemming from the 
global financial crisis and its 
impact on growth in the euro- 
zone. 

Mr Duisenberg said: “A rate of 
3 per cent is very low by histori- 
cal standards. This should be 
seen as rtear indication that the 
[ECB] does not want to give any 
signal for a further easing of 
rates in the foreseeable future." 

He later reiterated the point, 
insisting that interest rates were 
“very low” - a comment that 
might have been a broad hint 


that the ECB would con wrier a 
cut in the benchmark rate telly 
in exceptional circumstances. 

By setting an interest rate "cor- 
ridor" of between 2 and 45 per 
cent the ECB fan* ninwm a range 
that could be interpreted as sig- 
nalling a future rate increase - 
because the top of the range Is 
further away from the bench- 
mart *fa»" the bottom. 

But Mr Duisenberg yesterday 
also damped expectations of any 
imminent rise. He said the euro- 
zone economy was not at risk of 
either HpflaHtm or HiWaHnn He 
said there were no indications 
that minimi euro-zone inflation 
would deviate from the current 
rate of around 1 per cent. 

He said monetary gr o wth was 
exactly in line with the ECB’s j 
reference point - an annual j 
increase of 45 per cent in MS, a 
broad measure of money. 

Mr Duisenberg said current 
economic indicators were mixed 
partly because of the global eco- 
nomic turmolL While order books 
and capacity use pointed to a 
slowdown in economic growth, 
consumer confidence remained 
positive. 

The governing council of the 
ECB also decided to implement a 
transitional arrangement for the 
deposit and marginal lending 
rates. 

Between January 4 and Janu- 
ary 28, the lower deposit facility 
will be set at 175 per cent, while 
the upper lending rate will be 
025 per cent. Mr Duisenberg said 
the tight interest rate corridor, 
was only a temporary measure. 




jr T 






PwBnp company: Den Ma rM or, MrNa t an y ahu’a temwrflpanoe inWater, Is new planning to chaBsngs Mm Fteutero 

Netanyahu faces revolt as Likud 
rebels vow to run against him 


By Judy Dampssjr In Jerusalsn 

Benjamin Netanyahu, Israeli 
prime minister, was facing rebel- 
lion within his Likud party yes- 
terday as a former miniator said 
he was quitting to run against 
him for the premiership and 
other possible challenges to his 
towfarnhip emerged. 

Likud loyalists were surprised 
by the speed of the revolt, a day 
after the Knesset overwhelm- 
ingly rejected Mr Netanyahu’s 
handling of the peace process 
with the Palestinians and voted 
to hold eariy elections. 

The dissolution of pariiament 
was expected to freeze rte peace 
process, already suspended by 
the Israeli cabinet last Sunday 


after Mr Netanyahnset the Pales- 
tinians five new conditions. " 
The government yesterday 
denied the peace accords would 
be put on ice during an election 
campaign *fa*t mnid ia«t several 
months. A statement from the 
prime minister’s office said: *Tf 
file Palestinian Authority lives 
up to all of Its commitments, 
fcraal will cany out its part of 
the agreement" ■ 

But Saeb Erakat, Palestinian 
negotiator, said Mr Netanyahu 
would set' more conditions before 
implementing the Wye accord. 

Mr Netanyahu brushed aside 
tears of chafienges to his leader- 
ship in Likud, warning members 
he was the only one who could 
return the party to victory. The 


party beads a government coali- 
tion of nationalist and ultra- 
Ortbodox religious parties which 
hold the balance of power. 

Dan Meridor, former finance 
minister, said he was leaving 
TiimH to run against Mr Netan- 
yahu, a move that could lead oth- 
ers to join a new centre party. 

• The Israeli army said yester- 
day its aircraft had accidentally 
killed a Lebanese woman and her 
six children in a raid on pro-ba- 
nian JBzboHah guerrillas in Leba- 
non’s Bekaa 'Valley, Reuters 
reports from Jerusalem. Resi- 
dents of northern Israel were 
ordered into bomb shelters in 
case of retaliation. 

Deep freeze hi Jennatam, Page 10 


GEC to separate defence and civil operations 


By Alexander Mcofl in London 

. ■ -V./..’. .In 

General Electric Company of the 
UK yesterday took a step towards 
merging its electronics business 
into a larger defence Industry 
grouping, saying it would sepa- 
rate its defence Interests from its 
dvil Industrial businesses. 

However, its statement gave no 
details about how the separation 
would be done and was seen as a 
holding manoeuvre to reduce 
feverish merger speculation 
while it continued to negotiate 
with British Aerospace and US 
and French companies. 


Lord Simpson, manag ing direc- 
tor', said 'GEC, which has been 
considering how to participate in 
a rationalisation - of defence 
industries desired by European 
governments, had narrowed its 
options to Just three. He declined 
to detail them. 

GEC is believed to be choosing 
between: the sale to BAe of its 
Marconi defence electronics aim, 
which makes systems for aircraft 
and ships; a merger between the 
defence arm anti Thomson -CSF, 
the Fre nc h electronics company; 
and a deal with a US company, 
possibly Lockheed Martin. 


- Yesterday'* announcement 
removed one obstacle by making 
clear that GEC’s other in t eres ts , 
including telecommunications, 
would not get in the way. BAe or 
another company would not have 
to take the other activities on 
board as part of a merger. 

Lord Simpson said the move 
would increase GEC’6 “flexibility 
and speed” in any transaction. 
“We’re trying to isolate Marconi 
so that we can deploy It as part 
of our quest to play a part in the 
industry restructuring.” 

The announcement put pres- 
sure on BAe. which has been 


negotiating simultaneously and 
separately with GEC and 
DalmlerChrysler Aerospace 
(Dasa) of Gannany. 

The German automotive com- 
pany is believed to have agreed 
most terms for a merger of Dasa 
with BAe; Yesterday. Dasa made 
clear Its insistence that BAe com- 
plete that transaction before 
absorbing GEC’s defence arm. 

Dasa, based in Munich, sarid it 
could evaluate GEC’s statement 
only if the next steps were dear. 
“Priority must first he given to 
horizontal European defence 
industry restructuring instead of 


to. national vertical integration.” 

The German company's argu- 
ment for a merger of the two 
aircraft makers, before any deal 
with a maker of electronic 
systems, springs from its fear 
that the German aerospace Indus- 
try would simply be swallowed 
by a RAe/GEC combine. 

The German government is 
believed likely to oppose any deal 
that took DaimlerChrysler's 
financial interest in the future 
group below about 30 per cent 


Lax, Pago 12 

End-game moves nearer, Page 18 


Schroder rebuke 
opens coalition rift 


By Frederick SOderaaon and 
Ralph Addra In Bom 

Germany's Social Democrat-led 
coalition yesterday suffered its 
most serious rift yet when 
Gerhard Schrflder, chancellor, 
accused his Green environment 
minister of “self-important 
posturing and party-political 
symbolism" over nuclear policy. 

Mr Schroder said JOrgen 
Trittin, by sacking the country's 
atomic power safety commission- 
ers without consultation, had 
called into question the coalition 
agreement on scrapping n uclea r 
power. 

The dismissals were taken 
without his knowledge and 
thrpatpriAri to undermine his gov- 
ernment’s hopes of reaching an 
agreement with the energy indus- 
try for phasing out nuclear power 
without significant job losses or 
rinlma for damages. 

Mr Trittin is thought to have 
viewed the commissioners as too 
pro-nuclear power. 

Mr SchrOder is keen to avoid a 
showdown with the industry. But 
the chancellor last night denied 
the dispute was evidence of a 
power struggle in the govern- 
ment. He said the government 
was agreed cm “the whether” to 
scrap nuclear power but there 
were differences over “the how”. 

The chancellor said his rebuke 
showed ins preference for “dear 
speaking”. There was no question 
of Mr Trittin being sacked. But 


his comments made clear he 
would take a dominant role in 
setting policy and keep Mr Trit- 
tin on a tight rein. “The balance 
of power has heai made dear,” 
Mr Schrdder said. 

Mr Tri ton’s decision to replace 
the members of the Reactor 
Safety Commission and the Radi- 
ation Protection Commission fol- 
lows his exclusion last week from 
talks at the chancellery with 
energy industry leaders. Mr 
SchrOder convened the talks to 
allay fears over Mr Triton’s plans 
for a quick exit from nuclear 
power. 

The environment ministry 
denied the changes at the com- 
missions were a response to Mr 
Triton's setback. The decision to 
bring “more plurality" to the 

W > fMly iranmlgdiwic through tha 

inclusion of people opposed to 
nuclear power had been planned 
for some time. 

Mr Trittin Insisted fiy make-up 
of the atomic commissions 
remained a prerogative of the 
environment ministry. He played 
down the scale of his disagree- 
ment with Mr Schroder, saying 
there was “no deficit” In agree- 
ment on overall objectives. 

Withdrawal from nuclear 
power was agreed when Mr 
Schrflder formed his government 
at the end of October. But there 
are clear differences over the pro- 
cedure and timetable fa* shutting 
down the country's 19 nuclear 
reactors. 
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Yeltsin presses for quick budget vote 


By John Thomftffl to Moscow 


President Boris Yeltsin 
yesterday urged the Russian 
parliament to adopt the gov- 
ernment's tough 1999 budget 
at its first reading tomorrow 
to help haul the country out 
of Its economic crisis. 

But Gennady Seleznyov, 
speaker of the lower house 
of parliament, predicted the 
budget would not receive 
final approval until the New 
Year. “No one needs that 
kind of hunying," be said. 


The draft budget, which 
has had to be completely 
rewritten after Russia's 
financfai crash in August, is 
on paper the toughest finan- 
cial plan submitted to parlia- 
ment since the collapse of 
communism. 

The finance ministry fore- 
casts the budget deficit will 
he cut from 5.44 per cent of 
gross domestic product this 
year to £53 per cent in 1999. 
Annual inflation will be UO 
more than 30 per cent while 
the rouble will be kept to 


about its current rate at 21-5 
to the US dollar. 

Most political parties have 
supported the budget plans 
in principle, although the 
Communist party is now 
urging the government to 
increase military spending 
as a result of the US bom- 
bardment of Iraq. However, 
the liberal Yabloko party, 
the fourth biggest parlia- 
mentary faction, said it 
would vote against the bud- 
get because of its unrealistic 
forecasts. 


Many economists have 
questioned whether the gov-, 
eminent will be able to 
implement the budget. Alex- 
ander Zhukov, head of the 
parliamentary budget com- 
mittee, said there was only a 
10 per cent chance of the 
budget targets being met. 

“It would take such a coin- 
cidence of favourable cir- 
cumstances tha t it Is diffi- 
cult to imagine they will all 
happen,” he said. 

Anatoly Chubais, the for- 
mer first deputy prime min- 


ister who now heads the 
UES electricity group, also 
questioned some of the bud- 
get's revenue assumptions. 
He added that some of the 
government's tax plans were 
“fantastically risky” - such 
as reducing value added tax 
from 25 per cent to 14 per 
cent. 

The draft budget also 
assumes that further finan- 
cial support will be forth- 
coming from the Interna- 
tional Monetary Fund, which 
has already lent $l9bn to the 


Russian government How- 
ever, on Monday, the IMF 
delivered a bleak assessment 
of the Russian economy, pre- 
dicting output would con- 
tract by 8.3 per cent in 1999 
following a 5.7 per cent 
decline this year. 

“There Is clearly a risk of 
an even larger decline, how- 
ever, given the continuing 
ftm-al imbalances, banking 
sector problems, and signs of 
reversal in the reform pro- 
cess, ” it said In its World 
Economic Outlook. 


Iraq bombing prompts Russia 
to search for new world role 


John Thornhill reports on a wave of nationalist frustration at the 
former superpower’s apparent impotence on the world stage 


T he recent bombardment 
of Iraq both inflamed 
nationalist passions in 
Russia and provoked a sharp 
diplomatic response: for the 
first time in decades, 
Moscow recalled its ambas- 
sadors to both Washington 
and London for consulta- 
tions. 

Western diplomats argued 
that much of this anger sim- 
ply reflected Moscow's sense 
of frustration about its 
diminished role in the world. 
Still accustomed to thinking 
of their country as a super- 
power, Russian politicians 
hate to be ignored. 

But some foreign policy 
analysts believe the attack 
on Iraq could foster national- 
ist tendencies in Moscow, 
encouraging Russia to re- 
orient its foreign policy. 

Already, Yevgeny Prima- 
kov, prime minister, has 
called for the formation of a 
“strategic triangle" between 
Russia, India, and China to 
counter- US hegemony and 
recreate a multi-polar world. 
On a visit to Delhi this week. 
Mr Primakov hinted that 
this triangle “could bring 
about greater stability not 
just in the region but the 
world". 

Mr Primakov's concerns 


about US "hegemony” are 
shared by many politicians 
in Moscow. The bombard- 
ment has given additional 
ammuni tion to those Rus- 
sian nationalists who have 
warned or US “imperialism” 
and Nato's “expansionism” 
In eastern Europe. Commu- 
nist MPs have threatened to 
delay the approval of the 
Start-2 arms reduction treaty 
and called on the govern- 
ment to increase military 
spending in response to the 
attack on Iraq. 

Yuri Shchekochikin, a lib- 
eral deputy and member of 
the parliamentary security 
committee, says that the US 
action has undermined those 
Russian politicians who 
argue for a constructive dia- 
logue with the west “They 
have not only bombed Iraq, 
they have also bombed 
democracy in Russia.” 

Yet no matter how much 
Russia may desire to re- 
orient its foreign policy In 
theory, it will prove 
extremely hard to do so in 
practice. India may respond 
warmly to Russia’s over- 
tures as It seeks interna- 
tional support for its ambi- 
tions to join an expanded UN 
Security Council. But China 
has reacted coolly to the con- 


cept of a “strategic triangle" 
and remains suspicious of 
Russian intentions. 

Moreover, Russia's stand- 
ing in the outside world Is 
severely limited by its eco- 
nomic weakness. The coun- 
try now accounts for less 
than 1 per cent of global 
gross domestic product; its 
entire federal budget is 
dwarfed by the size of VS 
military spending. As the 
Sevodnya newspaper 
expressed it bluntly: “Russia 
can influence world affairs 
to the same degree as any 
other Third World country." 

If Russia wishes to avoid a 
devastating default on most 
of its external debt obliga- 
tions next year, the govern- 
ment must al$o reach an 
agreement with the Interna- 
tional Monetary Fond. That 
implies Russia will have to 
remain engaged with the 
west to help win critical sup- 
port from the US. 

Russia's role In the world 
will also be complicated by 
the rapid shifts in interna- 
tional relations taking place 
around its own borders. 

The 14 other former Soviet 
states are seeking to disen- 
tangle themselves from 
Moscow's grip and re-estab- 
lish ties with other powers. 



Brussels 
plans aid 
reforms 



By Peter Hannan 
in Brussels 


Primakov urges India trade boost 


Yevgeny Primakov, the 
Russian prime minister, 
yesterday urged Indian 
businessmen to expand 
trade with hks country, 
writes Amy Louise Kazmin 
in New Delhi. 

Mr Primakov (above) said 
India could provide Russia 
with electronic items and 
engineering equipment 


By 2005, he hoped trade 
between India and Russia 
would quadruple from 
$1.9bru An estimated $800m 
worth of Indian goods also 
found their way to Russia 
through a third country. 

Mr Primakov also said 
Russia was determined to 
create a hospitable 
environment for investment. 


such as Turkey, Iran, and 
China. Russia’s diplomats 
will have their hands full 
simply responding to all of 
these trends. 

Dmitri Simes,. an expert on 
Russian foreign policy, has 
argued it would be unwise 
for the US to seek to exploit 
Russia's current weakness 
or ignore Its views. “Russia 


is biding its time until it is 
able not only to express its 
preferences but also to do 
something about them,” he 
wrote In the winter issue of 
the National Interest jour- 
nal. “But there will be a 
reaction sometime, some- 
where.” 


Bflfnrfal Comment, Page 11 


The European Commission 
yesterday put forward plans 
for a reformed system of 
assistance to Russia, 
Ukraine and other former 
Soviet republics after harsh 
criticism of its past efforts 
from the European Parlia- 
ment, the European Court of 
Auditors and member states. 

The Commission proposed 
that the European Union 
focus Ecu4bn ($4.7bn) aid 
planned for the years 
2000-2006 on promoting 
democracy and stimulating 
investment in the “new inde- 
pendent states” of the for- 
mer Soviet Union, with the 
funds going to “fewer, larger 
and better projects in key 
sectors”. 

The EU has provided 
EcuSbn to the states since 
1991 under a programme 
known as Tads, which was 
criticised for lacking focus, 
for slowness in implementa- 
tion, cumbersome tendering 
processes and involving too 
many small projects. 

In Russia, attention would 
focus on reinforcing the role 
of law. strengthening the 
economic and financial 
framework and promoting 
industrial co-operation and 
partnership. 


Eta ready for talks with 
Spanish government 


By David Whits hi Madrid 


Eta, the outlawed Basque 
separatist organisation, will 
continue its three-month-old 
ceasefire and is ready to talk 
to the Spanish government, 
it said yesterday. 

But it insisted on political 
concessions which the cen- 
tre-right government has 
ruled out in exchange for 
peace in the Basque region's 
30-year terrorist conflict. 

In a statement published 
in the radical newspaper 
Euskadi InformaciOn, Eta 
denied having held direct 
talks so far with Spanish 
government representatives. 

Josfc Maria Aznar, prime 
minister, announced last Fri- 
day that the authorities had 
held their first "significant 
contacts” with people close 
to the organisation and said 
he would be ready to include 
Eta's political allies in party 
discussions on the peace pro- 
cess. 


Hern Batasuna, the party 
regarded as Eta’s political 
arm, said yesterday four of 
its leaders had been in 
recent contact with govern- 
ment representatives. 

It was ready to pursue the 
contacts on condition they 
dealt with “the roots of the 
conflict". 

The Eta communique 
accused the government of 
trying to "divert" the discus- 
sion by focusing on the issue 
of Eta prisoners. 

In face of demands by Eta 
sympathisers and moderate 
Basque nationalists, the gov- 
ernment has embarked on 
step-by-step concessions 
towards prisoners as the 
main plank of its policy for 
consolidating peace. 

But plans announced last 
week to transfer 21 prisoners 
to the mainland from jails in 
Spain’s islands and North 
African territories were 
rejected by nationalist lead- 
ers as “insufficient". 


In its communique. Eta 
sought to separate the pris- 
oners issue from peace dis- 
cussions. which it said 
should focus on recognition 
of the Basque Country as a 
wider territory than Spain's 
present Basque region and 
with the right to determine 
its own future. 

The Madrid government Is 
expected - possibly at its 
cabinet meeting today - to 
grant remission of jail sen- 
tences on the two main fig- 
ures convicted over the 
"dirty war" against Eta sus- 
pects in the 1960s. 

The supreme court has 
recommended that Jos6 Bar- 
rionuevo, former Socialist 
interior minister, and Rafael 
Vera, his former security 
chief, be let off two-thirds of 
the 10-year sentences handed 
down in July, in a trial over 
a 1963 kidnapping. 

The decision could lead to 
bath men being released on 
parole. 


Rome in pact to cut 
company labour costs 


By James Blitz in Rome 


The Italian government 
yesterday took a further step 
to reduce high labour costs 
for companies, announcing 
plans to shift the financing 
of a range of social security 
benefits from payroll taxes 
to the general taxation sys- 
tem. 

In a new attempt to boost 
employment and competi- 
tiveness at the start of the 
single European currency, 
the government agreed a 
“social pact” with employers 
and trade unions that carries 
forward recent highly 
praised reforms In the struc- 
ture of Italian taxation. 

The pact, signed after 
weeks of hectic negotiation, 
contains a range of measures 
to boost industrial competi- 
tiveness. 

The government promises 
employers that it will try to 
bring forward plans to 


reduce Italy's corporation 
tax rate by around 10 
percentage points to 27 per 
cent 

It also pledges to spend an 
additional Ll,600bn ($970m) 
on vocational training 
schemes, amid fears that 
Italy has one of the poorest 
job training systems in the 
European Union. 

But the reduction In 
labour costs is the most 
important new commitment 
in the pact. 

Earlier this week, the 
Organisation for Economic 
Co-operation and Develop- 
ment singled out the need 
for reductions in Italian 
employers' social security 
contributions, saying that 
the potential job-creating 
effects of such moves were 
“quite significant”. 

Italian employers and 
employees pay around 45 per 
cent of basic salary to the 
government in the form of 


social security contributions. 

By shifting the ftmding of 
maternity, accident-at-work 
and other benefits to the 
general tax system, the gov- 
ernment now aims to reduce 
labour costs by some 3 per- 
centage points between now 
and 2003. 

Yesterday’s reform comes 
on top of a 2 percentage 
point redaction in labour 
costs achieved this year by 
shifting health insurance fin- 
ancing from payrolls to a 
new regional tax. 

The government is also set 
to reduce labour costs by a 
further 0.8 percentage points 
next year, funding the reduc- 
tion with revenues from a 
new carbon tax. 

By reducing labour costs, 
the Italian government 
hopes to stimulate job cre- 
ation, especially in the south 
where the unemployment 
rate was at 22J5 per emit in 
July. 
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FCC GAINS VICTORY 


US regional telecoms 
restrictions upheld 


The US Federal Communlcatioos Commission won an 
important legal 'victory yesterday when an appeals court 
ruled that restrictions preventing regional telephone ^ 
monopolies from offering long-distance services unffltoey 
allow free competition. in their local markets are constitu- 
tional. . . - 

The decision by a Washington appeals court to reject a 
challenge by BellSouth, one of the so-called Baby BeHs, 
wiU strengthen the FCC’s hand at a time when It is under 
growing pressure to relax its tough approach to Interpret- 
ing the 1996 Telecommunications Act 
It follows a similar ruling by a New Orleans appeals 
court to overturn a judgment by a Texas federal judge that 
the restrictions wore unconstitutional because they unfairly 
singled out the Baby Bells for punishment 
In terms of the act, the Baby Bells are required to meet 
astringent 14-point checklist to prove they have allowed 
fair, local competition before being given permission to 
enter the lucrative long-distance market 
Despite repeated applications from the companies, the 
FCC has ruled that none have yet met the necessary con- 
ditions. Mark Suzman, Washington 


US-EU TRADE DISPUTE 


France urges response 


France yesterday called for a response to threats by the 
United States to s/ap duties on a wide range of European 
Union goods in a trade dispute over bananas. 

■By releasing a final list of the European imports they 
are considering retaliating against, the United States has 
chosen imilateral action In the banana dispute and we 
strongly deplore this," the French foreign ministry said in a 
statement "France believes the behaviour of the United 
States calls for a response.” 

In the banana row, the EU’s actions had been in line 
with its obligations under the rules erf the World Trade 
Organisation, the statement said. 

On Monday the US turned up the heat in the dispute by 
threatening to impose duties on "hundred of millions of 
dollars" of EU goods ranging from cashmere sweaters to 
chandefiers. The proposed 100 per cent duties, which 
probably would not go into effect until March 3, are 
intended to punish the EU for refusing to change Its 
banana import regime to provide more access tor US 
companies. 

The US has accused the EU of shirking Its international 
trade obligations by favouring banana imports from former 
European colonies in the Caribbean and Africa. 

On Monday, Sir Leon Brittan, EU trade commissioner, 
said the EU would accelerate plans to challenge the US in 
the WTO over whether it had the right to retaliate In the 
banana dispute. Reuters, Paris 


ST VINCENT PLANTATIONS 


Marijuana fields destroyed 


Troops from five east Caribbean islands, supported by US 
drug enforcement agents and marines, have destroyed 
marijuana plantations on St Vincent, which the authorities 
say contained, plants with a street value of $1 bn - four „„ 
times the country's gross domestic product last year. 

Named "Operation Weedeater", the 10-day burning of 
hundreds of acres of marijuana fields in the rugged moun- 
tains in north St Vincent was denounced by the island’s 
marijuana fanners. 

Cultivation and trading of marijuana is illegal on the 
island but marijuana farmers and their supporters demon- 
strated with impunity outside government offices in Kings- - 
town, capital of the Island of 110,000 people. 

In letters to the prime minister, the opposition leader, the 
chamber of commerce and the council of churches, the 
farmers pleaded fri vain for a halt to the destruction of 
their fields, saying they faced economic ruin and starva- 
tion. 

St Vincent is one of the main producers of marijuana 
smuggled into the US, according to officials In Washing- 
ton. The island's economy depends on the export of 
bananas to Europe. The 130 troops destroyed 302 fields 
containing 995,928 mature marijuana trees and 167,000 
seedlings. They also burned 148 huts used by farmers. 
Canute James, Kingston 


SERBIAN MOBILE PHONE SECTOR 


Ericsson wins $21 0m contract 


Ericsson, the Swedish telecommunications group, said 
yesterday it had won a $2 10m contract to supply mobile 
systems and handsets to Mobtel, the Serbian cellular net- 
work operator. 

The agreement which includes the delivery of more than 
100,000 mobile phones, is for GSM base s tations, base 
station controllers aid switching equipment It wHl expand 
subscriber capacity in Mo Wei's GSM network, supplied by 
Ericsson in 1996, from 140,000 to Ira. 

Mobtel, a joint venture between Karic Brothers, Serbia's 
most prominent business group, and PTT Serbia, the 
state-controlled telecoms holding company, envisages 
rapid growth in cellphone use in Serbia. 

Fewer than 2 per cent of Serbs own a mobile phone, 
compared with penetration rates of around 50 per cent in 
leading Scandinavian markets. 

Yesterday the Finnish government said that the country 
now had more ceHufcar phones than conventional phone 
subscriptions. Greg Mclvor, Stockholm 


abolished price fixing - the 
UK, Ireland, Belgium, Swe- 
den and Finland - the num- 
ber of published titles has 
increased. 

Germany Is also worried 
that Its extensive network of 
small, independent book- 
shops could lose their life- 
line. But the Commission 
argues that if new forms of 
distribution - such as super- 
markets - can meet con- 
sumer needs, there is no jus- 
tification for artificially 
maintaining the traditional 
Structure of book re tailin g. 
In the UK, the impact on 
small independents was less 
drastic than predicted. 

In any case, the growth of 
internet retailers s elling dis- 
counted books is putting 
pressure on price agree- 
ments. If Mr Van Mien 
sticks to his guns, he might 
do Germany's publishers a 
favour. . By forcing a 
shake-up now, they could be 
be spared the full onslaught 
of unfettered cyber competi- 
tion in the future. 
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US will veto easing of sanctions 
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Tfie US made clear yesterday 
that It would veto any 
attempt at the United 
Nations to ease sanctions on 
Iraq, as France and Germany 
Joined other governments in 
arguing for the restrictions 
to be relaxed. 

“We cortainly oppose any 
effort to dismantle the sanc- 
tions regime and if it meant 
using our veto, we would," 
said Joe Lockhart. White 
House spokesman. Divisions 
among governments about 
Policy toward Iraq have wid- 
ened since the 72-hour 
US-UK bombing campaign 
that ended at the weekend. 

Lionel Jospin, French 
inline minister, proposed 
changes in the sanctions 
regime facing Iraq. He 
suggested a new system of 
long-term surveillance that 


would “detect and signal anv 
resumption of the pro- 
gramme of arms of mass 
destruction". He also argued 
for a new financial overseer 
to monitor Iraq’s fina nc e s 

Mr Jospin said Iraq bore 
the primary responsibility 
for bringing on the strikes. 
Joschka Fiseher, German 
foreign minister, suggested 
the UN could begin relaxing 
sanctions. 

Mr Fischer told AKD Tele- 
vision late on Monday that : 
be believed it was important 
to find a way out of the pres- 
ent "no win" situation. Ren- 
ters reported. It was clear 
Iraq could not be permitted 
to have weapons of mass , 
destruction, Mr Fischer was 
quoted as saying: 

“It would seem to me that 
the right answer would be, 
on the one hand, not to 
allow Saddam Hussein- to 
have weapons of mass 

destruction but. on the 

other, to find a way, apart 


from military action, to hck 
ongoing disarmament in 'Iraq 
with humanitarian measures 
and a.stqp-by-step lifting of 
the sanctions," 

Richard Murphy, senior 
fellow for the Middle East at 
the Council on Foreagn Rela- 
tions in New York, said 
attempts to reshape : the 
sanctions regime would run 
into the UN Security Council 
resolutions that put in place 
the sanctions regime. This 
would need US and British 
support to overturn. "There 
is a lot of baggage from 
1S9Z," he declared.' 

The bottom line was that 
the US wpuld not allow any 
change in the regime that 
significantly loosened the 
straitjacket on Baghdad’s 
ability to export oil and use 
the extra revenues for mili- 
tary' purposes. 

But there could be some 
areas for adjusting the 
regime to which the US 
could agree. 


; The US and Britain have 
'said they" intend to tighten 
the sanctions .on Iraq. US 
officials have said one focus 
would be Iraqi oil exports 
shipped through the Gulf, 
mainly through- Iranian 
waters. 

Russia last night proposed 
that Kofi Annan, UN sec- 
retary-general, take centre 
stage in a new approach to 
the Iraq crisis. Including 
■ “hieafing diplomacy". 

Yuri Fedotov, the Russian 
delegate, released the text of 
a proposed UN Security 
Council statement that 
would ask Mr Annan 
“through means available to 
him" to deliver an overall 
assessment, with recommen- 
dations on howto ensure rel- 
evant UN resolutions were 
Implemented. 

As the 15-nation council 
continued what diplomats 
predicted could be a lengthy 
process on the next steps 
needed to resolve the con- 


frontation with Iraq, the 
Russian text stopped short of 
condemning the air strikes 
by the US and the UK 

But it would have the 
Council 'voice regret at the 
use of force and reaffirm “its 
strong preference for politi- 
cal settlement of all issues 
which remain". 

So tar, Mr Annan has kept 
his distance in the latest cri- 
sis. He has said it is a matter 
for the Security Council, but 
diplomats said he would not 
shirk his role if members 
offered a mandate. 

Russia also proposed that 
the disarmament commis- 
sion, beaded by Richard But- 
ler, convene as soon as prac- 
ticable to determine how to 
fulfil its mandate and 
“ensure efficient functioning 
of the ongoing monitoring 
and verification system". 

Iraq has repudiated the 
commission, declaring Bagh- 
dad would not cooperate in 
weapons inspections. 


Britain ‘will prove damage to military’ 


George Robertson, Britain’s 
defence secretary, said yes- 
terday the UK would prove 
four nights of air strikes had 
hit hard at Iraq’s military 
capability. Military chiefs 
later said most attacks had 
struck their targets, Reuters 
reports from London. 

Clearly frustrated by 
reports from Baghdad sug- 
gesting the military infra- 


structure had escaped rela- 
tively unscathed, Mr Robert 
son told a news conference: 
“We know that we have 
done considerable rtawwig w to 
the war machine of Iraq. 
Increasingly in the ninrt few 
days evidence will be 
brought forward from the 
battle damage assessments 
to show that is absolutely 
correct." 


Air Marshal John Day, 
director of operations at the 
Ministry of Defence, said ini- 
tial assessments showed that 
74 per cent of the 111 attacks 
on key Iraqi installations 
had knocked out the facili- 
ties concerned. 

Fifteen per cent had 
miRHffd their targets 11 
per cent appeared - to have 
caused only slight damage. 


said Air Marshal Day. who 
was briefing reporters only 
on British action. 

He produced a series of 
slides showing damage to 
key installations. One 
showed the hangar at Taim 
Airfield, . which Britain says 
housed pilotless aircraft 
designed to deliver biological 
and chemical bombs, with 
large areas of its roof 



A Cuban sharpens hta machete in preparation for the sugar harvest - bat the crop this year was Ansbotn 

Bad sugar harvest hits Cuban growth 


By tonal RricMr fai Havana 

A record low sugar harvest, 
combined with poor com- 
modity export prices, put a 
brake bn Cuba's economic 
growth in 3996 and placed 
further pressure on the 
island’s already strained bal- 
ance of payments position. 

Jos6 Luis Rodriguez, econ- 
omy minister, told Cuba’s 
National Assembly on Man- 
day that the economy grew 
1.2 per cent this year, below 
the government's origi nally 
planned GDP growth target 
of 2JWLS percent 

Mr Rodriguez said weather 


damage to the sugar harvest 
and food crops, reduced 
sugar and nickel export 
prices, a contraction in for- 
eign credits caused by the 
world financial crisis, and 
the continuing US trade 
embargo against Cuba had 
all contributed to the eco- 
nomic slowdown. 

But he and other ministers 
insisted that Cuba’s incipi- 
ent economic recovery was 
stffl on track. Vice President 
Caries Lage said that had it 
not been for the disastrous 
sugar crop, which fell 24 per 
cent to 3.2m tonnes, the 
economy would have grown 


by 4 per cant in 1998. 

Government ministers 
cited continuing strong 
growth in the expanding 
tourist sector, whose, gross 
income rose 18 per cent, and 
advances in nickel output, 
oil and gas production, food 
and consumer goods manu- 
facturing and fisheries. 

Although the 13. per cent 
GDP increase for 1998 was 
the lowest in four years, the 
ministers hailed it as a big 
achievement In the face of 
adverse world conditions. 

But many foreign busi- 
nessmen and diplomats in 
Havana, some of whom are 


sceptical about fixe reliabil- 
ity of the government’s eco- 
nomic data, take a less rosy 
view of Cuba's situation. 
Some said they thought the 
economy might have actu- 
ally recorded zero growth 
this year. 

They argue that the com- 
munist-ruled island's cau- 
tious economic opening and 
reform programme, which 
had helped to initiate eco- 
nomic recovery, appears to 
be losing momentum as the 
Cuban leadership maint ain*; 
political and ideological con- 
straints on government eco- 
nomic 


Nigerian oil price confusion 

Government relaxes grip but- disclaims responsibility for rises, reports William Wallis 


The decision by Nigeria's 
military-led government to 
relax its grip on fuel prices 
and imports has been wel- 
comed by the private sector 
as a step towards resolving 
one of the. most embarrass- 
ing problems for Africa’s 
-Mtarell producer - aid- 
less oil but continuous fuel 
scarcity. But the announce- 
ment has been marred by 
confusion and controversy. 

Fuel prices have dot up 
by over 100 per cent in the 
put two days after news of 
the move to end heavy subsi- 
dies was passed on discreetly 
to oil marketing companies. 

In what some industry 
analysts saw as an attempt 
to distance itself from tfao 
consequence of the d e c i s i o n , 
for ordinary Jfigerians* the 
government issued conflict- 
ing statements saying that it 
did not endorse a price rise, 
but that deregulation was 
put of its economic reform 
programme. 

In at feast one instance the 
< n n ft gkm led to the arrest of 
m. pend station manager by 
utice. enforcing tbs fonner 
mbskUnd rate of M ***** 
<10 cents) a litre. 

Oil industry sources *®d 


the decision was accompan- 
ied by a government direc- 
tive placing a ceiling on 
prices and, as a result, a 
question mark over the 
extent of deregulation. Pet- 
rol more than doubled ta 
price to 25 naira a litre while 
diesel and kerosine tripled. 
On the black market. wWch 
in the past tour years has 
become a Mg supplier, prices 
also rose. . ' . 

An increase in fuel prices 
has been put forward as an 
inevitable consequence of 
the drop in the world oil 
market and the country’s 
long-term economic decline. 
Nigeria's export earnings 
more than 90 per cent of 
which are from oil, have 
been cut this year by a tmrtt. 
prospects for 1999 - a-criti- 
cal year in which an elected 
eftriUan government is due 
to be established -look even 


Of the country's- fonr refi- 
neries. only one is producing 
regularly. 

pt»I import licences had 
become a source of patron- 
age under the former niiu- 
ttry dictator, Sani Abacba. 
who died in office last Jtine. 
Official collusion In smug- 


gling meant pumps were 
often dry. while profiteers 
thrived on black market 
mark-ups and distribution to 
neighbouring states. 

The continuous fuel scar- 
city has crippled industry 
and used up untold working 
hours in the routine quest to 
fill the tank. A new price 
regime and the relaxation of 
government control of 

imports may only partially 
resolve -this. Distribution is 
hampered by inadequate 
infrastructure and the state- 
owned pipelines and prod- 
ucts marketing company 
remains the principle con- 
duit. 

Private operators have few 
storage facilities. 

While continued fuel price 
cu focfftipg may been become 

unaffordable for the govern- 
ment, some economists 
argue it was a necessary 
c om pensation for the col- 
lapse of all other sendees in 
Africa’s most populist 
nation. “The government 
has consistently breached its 

social ■ contract with 
Nigerians- The health ser- 
vice has disintegrated, edu- 
cation has' collapsed... the 
only thing it has been able 


to do that has had benefits 
for ordinary people is to sub- 
sidise petrol,” said a leading 
banker in the commercial 
capital, Lagos. 

Others in the oil industry 
and private sector argued 
that a price rise was long 
overdue, and that the 
reform-minded military gov- 
ernment of Abdulsalami 
Abubakar was better placed 
to implement it than would 

be the democratically elected 
government he intends to 
band over to by May next 
year. 

Nigerians were in any 
case, they argue, accustomed 
to paying tor their fuel on 
the black market at prices 
sometimes much higher 
than the new official rates. 

Popular anger has been 
muted by a general winding- 
down before Christmas. But 
offices in Lagos appeared 
half empty yesterday as 
transport prices rose. There 
remains- the possibility that 
the social consequences of 
foe! price increases will be 
most evident when the her- 
culean task of rebuilding 
Nigeria becomes the respon- 
sibility of an elected civilian 
government 


destroyed and debris litter- 
ing the ground nearby. 

Another showed the Tgji 
steel fabrication plant with 
two buildings believed to be 
used to make components 
for nuclear programmes 
destroyed but the rest of the 
plan t intact. 

Mr Robertson bad said 12 
cruise missiles hit the inte- 
rim' of the headquarters of 
the ruling Ba’ath Party, 
which United Nations weap- 
ons inspectors had been pre- 
vented from visiting. 

However, a passerby on 
the street in Baghdad would 
not notice any great damage 
to it at aH 

“That [the party HQ] was 
one of the mechanisms by 
which SaddflTn controlled his 
chemical and biological 
weapons programme. . . he 
will not be able to do that 
ever again because of the 
damage that was caused," 
Mr Robertson said. 

Editorial comment, Page 11 


Mexican bankers will have 
something to celebrate 

A financial reform battle is over and a debt 
support plan agreed, writes Henry Tricks 


A t the end of a dismal 
year, ft looks like being 
an unexpectedly merry 
Christmas for Mexican hank- 
ers. 

After months of open war- 
fare In Congress, Mexican 
politicians last week settled 
a battle over financial 
reform that had helped cut 
the market value of Mexican 
banks in half since May. Pas- 
sage Of the financial reform 
bill has finally enable d the 
government to regularise the 
$60bn contingency debt it 
incurred rescuing the banks 
after 1994. 

The banks also reached, 
agreement with two main 
political parties on a new 
support programme for the 
1.5m debtors still in arrears 
or facing crippling payments 
four years after Mexico's 
peso crisis. Both break- 
throughs were hailed by the 
government as long overdue 
steps to help the banks 
renew lending, a challenge 
that has eluded them at 
enormous cost to their prof- 
itability despite two years of 
solid economic growth. 

But banking authorities 
concede tough new regula- 
tory issues remain to be 
tackled next year, when 
Mexico's political environ- 
ment Is likely to become 
increasingly fractious in the 
run-up to presidential elec- 
tions in 2000. 

Providing extra support to 
the nation’s banks, which 
helped saddle the Mexican 
taxpayer with a $60bn bill in 
the wake of a three-year 
financial crisis, is not likely 
to be a vote winner, but is 
seen as essential “The bro- 
ken dishes have been cleared 
up; now it’s important to get 
the financial sector moving 
again.” said a central bank 
official. “This is just the 
beginning of some major 
undertakings. The financial 
sector is stiH fragile.” 

Topping the list is the 
need to strengthen supervi- 
sion and regulation, to give 


authorities early warning of 
trouble. According to Lacey 
Gallagher, a sovereign rat- 
ings specialist at Standard & 
Poor's, the US credit rating 
agency, Mexico's National 
Bank and Securities Com- 
mission still inspects banks 
only superficially and pub- 
lishes scant data after a long 
time-lag. 

Capital requirements and 
loan loss reserve coverage in 
the industry at large are 
lenient compared with the 
regime In some other Latin 
American countries, she 
says, but regulators remain 
remarkably forbearing. 

According to S&P’s, which 
last week lowered its local 
currency ratings on Ban- 
amex and Bancomer. the two 
biggest Mexican banks, their 
non-performing loans remain 
in the high teens as a per- 
centage of total loans, more 
than triple tbe level of three 
similarly rated banks in 
Argentina. 

According to the broker 
Dresdner Kleinwort Benson, 
if their weak asset quality is 
taken into account. Mexico's 
banks are under-capitalised. 
The equity-to-asset ratio of 
the banks covered by Dresd- 
ner “decreases from 7.6 per 
cent on a reported basis to 
4.6 per cent if we exclude 
net past due loans from 
assets and equity". 

C ollecting on those loans 
is full of problems. A 
slew of rescue pro- 
grammes for delinquent bor- 
rowers has only compounded 
Mexico's non-payment cul- 
ture because debtors bold 
out for greater discounts, 
believing the government 
should bail them out 
That point was empha- 
sised by Carlos Gdmez, head 
of the Mexican Bankers 
Association, when he pres- 
ented the $4bn debtor relief 
programme, poignantly 
known as “Full Stop", last 
week. 

"Let this be clear,” he 



declared. “After this, there 
will be no further facilities." 

A finance ministry official 
said tbe government would 
seek to reform bankruptcy 
laws next March, when Con- 
gress reconvenes after a 
three-month recess. It is 
likely to be a tough sell, if 
politicians - playing their 
populist cards - present it as 
a ploy to strengthen the 
hand of bankers. 

The government was also 
discussing with Congress 
ways of strengthening super- 
vision at the National Bank- 
ing and Securities Commis- 
sion, the official added. 

Passage of the reform bill 
will bring material benefits 
to the hanking sector, ana- 
lysts say, though some are 
far in the future. Immediate 
benefits include an end to 
the 20 per cent curb on for- 
eign investment in Mexico's 
three biggest banks. 

The reforms are also 
expected to lower suffocat- 
ingly high interest rates 
there, a respite analysts say 
banks are crying out for so 
that they can resume lend- 
ing. Longer-term, the mea- 
sures aim to reduce “moral 
hazard” problems by limit- 
ing deposit insurance to 
some 990,000 per person per 
bank by 2005. 

Their impact will also be 
felt in the boardroom. Some 
banks have as many as 66 
board members. Under the 
new law, the number will be 
cut to a modest 15. 


Notice of Meeting of Bondholders 

Srithai Superware Public Company Limited 

- U.^.$60 f 000,C00 . : l- 

3.25 per cent Convertible Bonds due 2006 

(fl»*donds”) 

Nodes « MwUngdlhnhjWBraaltho Bonds wei»hBldaitf»o*ic8srtthoCo«i]panyai3S5S^(8»« Road. SOI 38. Bangpata*. Rafoaana. 

Bangkok lOMO on Monday 11 Januaiy USB at 100 pm (Bangkok Sms) lor me purpose at considering and, i thought ft. pasting me foflowing Rnolutfons 
as Ettaordnary Raaolutlona ki accordance nttt foe previsions of the Trust Deed dated T3 Juno 1996 between the Company and The Law Debenture Trust 
C w porB i pnp4^TreTnMBe(me*Irii«tBe*)lormBBon<moldere. 

EXTRADRDMABY RESOLUTIONS 

1 THAT sanction be given To the reductton trom 90 per cera. to BQ pur cent, in principal amount d the Bonds whom holders are reqiired to sign a resoUion In writing 
In ordario be as vaSd and efedua! as an Ettaodnary Rsaokdion. 

A THAT sanction ba given tothe reduction In thancticepared required (ora meeting of the BondhokJais from Z1 cfeor days id TO dear days. 

X TtUTsancftimbagiwntamaraducdoninthsnacwsaiy(asxunlDramaetingrec»tfdermanntiereepacifiedin(k>ndWpni3(^|^rapwcenLlo80percenL 
In principal amoirt of #» Bond# ouBtantfing. 

4, THATBancOonbeB>venlDthenBductipntromttw«B quartare to 60 per cam. in the required majority oi the votes cast fortfte passing o< an Ex&nonflnaiyRagofotton. 

5. THAT sanction be [yven to the nmewa) of the reqtirament under Conation « tor Notices to Bondholders to be pubfchsd in a laadfog newspnpwsnd lor the 
daftiing of the Bonds from me London Stock Exchange it rwjired by that Exchange and agreed by the CommUtee to'be set lq> by Rneofotfon 7, and tome 
removal of the seven (hy napanaory period. 

& THAT the Trustee be aumorisedartorwBJostod to enter toto a SupptemerttiTruti Deed r such form as It tielapprow to affoct the motfiflcallons to toe Temts and 
CondMons of tt» Bonds and the^ Trust Dead to give eflbct to the Extraontary Resolutions passed at this meeting. 

7. THATaCommtBaeofmaBcimtiokleisbesetuiiitodarpareeraph VUf of me ThMSchedirie to me Tnrt Dead canprtsingWisMMsiTiiBrtf Bar* Limited, Scteodar 
mtamsOonto Merchant Bantam United, Robert Baming & Co. Umhed and KBC Bank N.V. andtor such other partes as the said Commftieo maydadda (with the 
Inmtion that the rr^mbOTiri the Convr it teeEhaa togetfw bathe bcnaacialovnwa of rv^ less lf^ 60 per cent In prfodp^ amount of the outstantflng Bonds) lor 
the pupoae ot negotiating on bahaif of the Bondholders with me Company wtth regard to the preposed restructuring ol me Bonds and met I be furtw 
acknowledged and agreed tenihe CommUt e e shall Incur no Habftty. whether fiduciary or otherwise, to any or aB of the Bontmoktera In respect of the actions of the 
OommUee or such negoSattonBOfanyconsequert restructuring of he Bonds or otherwise. 

& THAT me Commttue beaumoriaod to negcriate on behri) of the Bondholders a tarn ol Wtemnay in tevow ol meTiuMoo 
The mooing has been convened upon the requtsMon ot certain BonCfooldere in eceonlance wBh SieTiust Deed. The attention ot Bondhoktars is particularty drawn 
to the quorum required tor the Mealing, which is set out in paragraph 3 of^ Vbting and Quorum? below. 

The meaing wft be Mkwed by a presentation by SritheO Management Tb attend this presentation B wft be necosreury to have signed a ConfMenttafty Undertatdng 
in a torm acceptable to toe Company. 

Copies of the Triad Deed (including the Terms and Condtoone of the Bonds) end a draft ol the Supplemental Treat Deed reianwt to in Extraonflnary Resolution 6 
sat out above w> bo waflabfe lor Inspection by Bondholdere at toe specified offices of me Aganto set out below. 

to accordance wlih normal pnvcfica the Trustee expresses no opinion on the mrefis of the proposed modBtcaflons but has authorised H 10 be stated mat it has no 
objeeflon to toe ExtrecttSnaiy Resolu&jns being submitted to iha Bonctooldera tar ftAconsttwaiton. 

VOTING ANDOUORUM 

MPOflTANT: The Bonds are currently to the form of Global Bonds which are held by a Custodton for, and regiemed to the name of, a nominee of the Depositary 
Trust Coavany CVRri. Each person (a "benefidti owner*) who Is the owner of a paitioJar nomine) amount of the Bonds, es shown to me records of the 
parttdpentB of DTD |”OTC Pisitidpante'), the Eurocfeer system piurocteai') and Cadtibenk ("Coder} or ttwr respective acoxasrioldere. should note that such 
person wBnot be a BondhoMsr tar the purposes ol this notice and wllonly be mated to attend and uoteal the meeting in accordance wtft the procedures sal out 
below, except mat PTC Partdparts who have been appointed praties by PTC may attend and vote at the metito g. tki We basts, the orty BontfroMer for the 
proposes ol mb notice wft be the regMered hektar at me Gldbal Bonds which Tscuperdy Cede A Co, as nomtoaa lor DTC. Accnnflngly beneflda) owners should 
convey thatr voting tostrucUans, (Brectty or throughihefr respeettm accourahoWere, to DTC, Euroctear and Cedel fn accordance with the nrftig procedures otDTC, 
Etndeer and Cede! and auchaocounihotdeis or arrange by the same mesns to be appointed a Bub-prexy. 

If DTC appoints the DTC Participants Its proxies, me DTC Participants wO be entitled to atnnd and vote at the meeting, to the abemattve, the DTC Panfdperrts may 
appoint the Plincfpa/ Agent or any antotopa of U nomhatod by ft, not later man « hours batore the Kins fixed tor the meeting, as odHtrew to attend and vote at 
the meeting on mak btittif or mey appoint other persona as their sub-proxy (such as toe baneSdal owners) to attend and vote at the meeting on thafr behalf. DTC 
Asrtlejpanls should dtoset any questions regardtog appointing proxies or me voting procedures to the Prtndpaf Agent totScatod below. 

Hoktars of record of the Bonds to dose of bustnaes New Tbrfc City torn on 18 December 1988 (the “Record DaW) wB ba ernxted to vote on the ExmsitBnaiy 
ReoohJdona and Eha* remain so enMed notwtthstaruXng any transfer ot such Bonds after toe Record Date. Transferees of the Bonds altor the Raaxd Date wB not 
beenfiladtouoteonlheExfraonSrwyRasahJtions. 

1 A DTC Participant or a baneflctalovmarnoi being me reffraredBondhokfar wishing to attend ana vote at me M oo ting In person must produce a farm of proxy or , 
sutMtitny Issued by DTCora DTC PortldpanL Forms ctfstfeprexy are avaiabia bom the Principal Agent 

Forms of proxy end sub-proxy must be Oofivered to me offices of the Principal Agent not bier than 34 hours before the ftne Bred (or the Meeting. 

2. ADTCIWticipereiiiXwfShtogUBltondBndvotoMthaMaettrtotopenionmfQrgiveB vottog Instnictlon tarn and a bensBdel owner not wtshtog to attend and vote 
may arrange far the DTC Parfc^reH through whom he holds hla Bonds to give a voting Instruction toon tos&uang tha Principal Agent to appoba a proxy to attend 
andwoBremeMBettofltoat to ordancBwimfWtoa8ucflofHiorappolntapniii(yot.tolh9ca8SOfabeneftalalgwnerwhoisnoiaDTCPartlcjpBre.airengithreugh 
the DTC Penicipaiir through wham he holds his Bonds tor be appointment ol acme other person os a sub-proxy, to attend and veto st tha Meeting to accordance 
wBh las instructions. 

Voting Instructions must be given atoe Principal Agent not later than 48 hours before the time Hud lor the Meeting and may net be rewokad during tM period. 

3. Tha quotwraquirBd at the M oot i n g is two or more paraonapraaantln'pwaonholtWiB Bonds or betogpreadea and hoMtog or rapresanttog in the aggregate not laaa 
■ man M per cart, in pdndpal amorrt of tha Bonds tor me Hme being outetanefng [as defined in me Treat Deed). B wtttin 6 mutes bom tha time fixed lor the 

Meeting a quorum ts not present toe Meeting ehati ba rtiseolvBd. 

4 . Every quecaon erAntitted to ihe Meeting wil be deckled on a show at hands unless a poll a duty demanded by tha Chatman of me Meeting or by one or more 
persons ftofci^ one or more Bonds or befog proxies and hoUng or representing to fbe aggregate not less than 2 per cent, to principal amount of Bie Bonds far me 
time batofloutaandtog-Ona show of hands evaty person who Is preterm in p erso n and pfOduceeaBondorbapiiay shea have one vote. On spoil every person 
who fs so present shsi have one vote in respect of each Bond SO produced or represented orin respect of which ha is a proxy. 

5. Tb be passed, each Extraonflnaiy Resolution requIreK a majoniy in favour consisting of not less than mree^Tuar^BTB 01 the vcaescasL If passed, each Earaottfinaiy . 
nM OhJllc n wftbablnttngortai Ihe Boamoldare.whaftercr not present at such Meeting arid whether or not voting. 

Principal Agent 
Bankets Trust Company 
4 Many Road 
New York NY 
U.SA 


Paying, Conversion BDdTtsnster Agents 


Bantam Tiuti Company 
lAppold Street 
London EC2A2HE 
England 


Bankora Trust Luxembourg S A 
14 Boulevard ED. Roosevelt 
- L4450 Luxembourg 
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BEIJING DEFIES WESTERN OPINION 

Third China 
dissident gets 
jail sentence 


By James Kynge In Bering 

China yesterday rejected 
international criticism over 
the jailing of two prominent 
democracy activists, and 
underscored its indifference 
to western opinion by sen- 
tencing a third dissident to 
12 years in prison. 

Qin Yongmin. who was 
tried in the central city of 
Wuhan, became the third 
dissident to receive a 
lengthy jail sentence for try- 
ing to set up the Chinese 
Democratic party (CDP) in 
opposition to the Communist 
party, which has held a 
monopoly on power since 
1949. 

Mr Qin’s 12-year sentence 
was exceeded by the 13 years 
given this week to Xu Wenli, 
the most prominent dissi- 
dent still within China’s bor- 
ders. Wang Youcai. another 
CDP member, got n years 
after a trial in the central 
city or Hangzhou. 

The sentences have drawn 
condemnation from the US, 
Germany and France, and a 
statement of “disappoint- 
ment" from the UK, eroding 
some of the good will that 
Beijing has won through sev- 
eral successes in interna- 
tional diplomacy this year. 

Yesterday, China appeared 
impervious. “China cannot 
accept these criticisms," said 
Zhu Bangzao. the foreign 
ministry spokesman. “The 
trial of Xu Wenli is entirely 
an internal Chinese affair 
and no nation has the right 
to interfere." 

Observers said Bering 
appeared to have calculated 
that although the sentences 
would provoke a flash of 
censure, western powers 
would soon cool down and 
conclude that the impor- 


tance of commercial and dip- 
lomatic engagement with 
China eclipsed concern over 
individual human rights 
cases. 

But the western response 
has already undermined an 
understanding reached this 
year that European Union 
nations would not publicly 
criticise China on human 
rights but restrict their com- 
ments to closed-door dia- 
logue sessions. 

in unusually strong Lan- 
guage, Joschka Fischer, Ger- 
many’s foreign minister and 
member of the Green party, 
called the actions of of the 
Chinese courts “completely 
unacceptable” and called 
upon the authorities to 
release the accused dissi- 
dents. France called the 
arrests “deplorable”, echoing 
the US position. 

If this militant mood sur- 
vives until the United 
Nations convention on 
human rights in Geneva 
next spring, the EU could 
yet table a resolution censur- 
ing China despite its deci- 
sion last year to focus on 
dialogue. Any return to 
armnai resolutions on China 
at the UN would be a blow to 
Beijing’s prestige. 

Reaction from other quar- 
ters has been much more 
muted. Mary Robinson, the 
UN High Commissioner for 
Human Rights, whose office 
has also agreed not to criti- 
cise Beijing openly in favour 
of closed dialogue sessions, 
said in a written statement 
that she had made “repre- 
sentations” to Beijing. 

Lotte Leicht. European 
director of Human Rights 
Watch, the New York-based 
pressure group, called upon 
Ms Robinson to intervene for 
the men’s release. 




A group of supporters waving and shouting die slogan of as Anwar ftwahim krft court ye ste r da y 

White ribbons for justice testify to 
Malaysians’ deep-seated discontent 


Anwar Ibrahim’s treatment has provided a focus for unhappiness 
with Mahathir’s administration, writes Sheila McNulty 


P olice beatings and mass 
arrests have quelled the 
wave of street demon- 
strations against Malaysia’s 
prime minister, Mahathir 
Mohamad, but the discon- 
tent with his administration 
r emains . 

Now it takes more subtle 
fotms: white ribbons for jus- 
tice pinned on the chests of 
university students or 
employees of government 
investment funds; boos at a 
staff meeting called by Mus- 
tapa Mohamad, who shares 
with Dr Mahathir the 
finance ministry portfolio 
once held by Anwar Ibra- 
him. 

It was the treatment of Mr 
Anwar, the sacked, jailed 
and beaten former deputy 
prime minister, that symbol- 
ised for many Malaysians a 
system gone bad. That he 
was subsequently accused of 
sodomy and related abuse of 
power led many to question 
it further. 


“ Mahathir 's days are num- 
bered." says KB. Jomo, pro- 
fessor In the faculty of eco- 
nomics and administration 
at the University of Malaya. 
“The whole episode has mor- 
tally wounded him and, 
more importantly, bis legiti- 
macy.” 

Mr Anwar appeared in 
court bruised and with a 
black eye. Three months 
later, the government has 
yet to release its report on 
the beating. 

Two men who pleaded 
guilty to being sodomlsed by 
Mr Anwar have moved to 
withdraw the pleas, claiming 
that police forced them to 
make the Haims. 

Police testified to secret 
“neutralising” scare tactics 
used to “turn over” wit- 
nesses. One officer admitted 
he might he under oath if 
ordered to by a superior. 
Another admitted having 
sought business favours 
from Mr Anwar. 


Malaysians wonder about 
the effect of such testimony 
on Malaysia’s reputation. 
And they also worry what 
procedures might be used to 
tom them over if they pro- 
test 

But as the Anwar case 
gets bogged down in legal 
wrangling, neatly dressed 
men and women still line up 
outside the court, sometimes 
before midnight, to squeeze 
the next morning on to the 
tiny benches in the public 
gallery. Some grunt and 
cackle at the testimony. 

M r Anwar’s wife and at 
least one of his six 
childre n always come. 
patuHng him biscuits as they 
talk quietly during breaks. 
“Justice for Papa” reads the 
tag worn by one daughter 
around her neck. 

Pro-Anwar books are no 
longer confined to wooden 
tables outside mosques but 
are sold by established book 


stores. Tapes recording Mr 
Anwar's charges that be is 
the victim of & high-level 
conspiracy to punish Mm for 
challenging Dr Mahathir’s 
17-year rule sen briskly. 

Dr Mahathir is clearly 
alarmed at the depth of the 
backlash. The prime minis- 
ter was once so confident in 
the admiration of his people 
that he would stop to buy 
orange juice in the grocery 
store an weekends, accompa- 
nied by one or two body- 
guards. Now he travels amid 
tight security and hundreds 
of police circle his appear- 
ances. 

After a recent trip to an 
exclusive resort island, wit- 
nesses reported frogmen 
o mp i -g l n g from the water in 
Dr Mahathir’s wake. 

Although the government 
controls, the mainstream 
media tightly, it has lost its 
grip over the opposition PAS 
party’s-'iiarakah newspaper. 
Despite being restricted to 
party members, its anti-gov- 
ernment coverage is openly, 
and avidly, read by the 


masses. The internet has 
freon go deluged with criti- 
cisms that the authorities 
are forcing internet cafes to 
track users. 

The dissatisfaction with 
Dr Mahathir's administra- 
tion transcends the case of 
Mr Anwar and encompasses 
his handling of the regional 

finar»Hal crisis. 

Even the most trusted 
keepers of the system. 63 
civil servants, have been 

reported caught at anti -gov- 
ernment demonstrations and 
detained, for illegal assem- 
bly. Most of them worked for 
the state pension fund, the 

EPP, which was tapped to 
prop up the stock market 
anti bail out favoured busi- 
nesses as the recession 
pdtM to the pressure on Dr 
Mahathir. 

G overnment . sources 
report so. much cash 
committed elsewhere 
that the EPF has refused at 
least some Malaysians a 
lump sum upon retirement, 
only paying in increments. 

When it emerged, that the 
national pilgrimage fund — 
money saved by Moslems to 
finance a pilgrimage to 
Mecca - was considering 
investing in selected compa- 
nies, there were fears of a 
run on Its deposits. 

“There is no justice now 
ander the present govern- 
ment, whether economically, 
politically or judicially," 
says Fadzil Mohd Noor, pres- 
ident of the opposition PA S 
party and leader of a coali- 
tion of political and non- 
governmental organisations 
formed to work for democ- 
racy. 

The authorities have set 
up books In public places for 
people to “pour out their 
feelings" but while that may 
be cathartic it will never be 
enough-Dr Mahathir spent 
much of his term funding 
the education of his people 
abroad to build an intelli- 
gent Tntrfrflp class, and it has 
come bade to haunt him. 

They now want the sort of 
credible system they came to 
respect in the outside world. 
The streets of Malaysia may 
be calm but the hearts and 
minds of its people remain in 
turmoIL 


HK tycoon votes with his wallet 



Lk unhappy with the political 
climate In Hong Kong 


. By Louise Lucas fa Hong Kong 

Li Ka-shing, one of Hong 
-Kong's wealthiest tycoons 
and staunchest supporters, 
said yesterday he had turned 
dojwn : proposals to invest 
KE$lObn (US$1 ,3bn) in the 
territory because of concern 
about tite political climate. 

Mr Li. who yesterday 
announced his intention to 
step down as managing 
director from his flagship 
company. Cheung Kong, and 
pass the reins to his son Vic- 
tor on January l, did not 
elaborate on his inflamma- 
tory comments. 

However, they come amid 
growing tensions between 
the powerful business lobby 


and Hong Kong’s developing 
democracy. Democratic poli- 
ticians claim the govern- 
ment is in thrall to the prop- 
erty developers and other 
business interests; the prop- 
erty barons believe the 
reverse to he the case. 

Earlier this month Ronnie 
Chan, chairman of Hang 
Lung Development, claimed 
that growing democracy 
jarred with the interests of 
the economy. 

“People used to say last 
year, before the handover [of 
sovereignty by Britain] The 
communists are coming.’ 
But the local community are 
the communists.” he told a 
symposium, saying the terri- 
tory had become a politics- 


led city rather than an econ- 
omy-led one. 

By hinting at similar senti- 
ments,. and backing his 
beliefs-' by -. withholding 
investment. Mr Li is raising 
the stakes in the debate - 
and casting :down a clear 
gauntlet to Tung Chee-hwa, 
Hong Kong's leader and him- 
self a former businessman. 

Mr Tung has been critic- 
ised for policies that favour 
property developers, such as 
freezing government land 
sales for nirte months. But 
he has also won the develop- 
ers’ displeasure with plans 
to Increase the building of 
public housing. 

His government has also 
had run-ins with Mr Li him- 


self over his fail ere to report 
the kidnapping of his son 
Victor! The kidnapper was 
tried and executed in China, 
triggering criticisms that 
Hong Kong'S legal autonomy 
had been undermined. 

Mr Li’s companies have 
hitherto been staunch sup- 
porters of Hong. Kong, 
investing in the territory at 
its lowest points, such as the 
uncertainty leading up to 
the 1964 signing of the Joint 
Declaration which paved the. 
way for China to resume 
sovereignity over, the former 
colony, and in the dark days 
following the- crushing of 
pro-democracy protesters in 
Beijing's Tiananmen Square 
in June 1989. . .... .. — . 


Australia angry 
at increase in 
Japan rice tariff 


By Gwen Robinson in Sydney 

Australia yesterday 
threatened retaliatory action 
against Japan’s decision to 
impose a 390 per cent tariff 
on rice imports, in the latest 
sign af renewed friction in 
the bilateral trade relation- 
ship. 

Japan said last week a tar- 
iff of up to Y351 ($31 per kg 
would be imposed on sill rice 
imports above its agreed 
minimum market access lev- 
els for foreign rice from next 
April, in an attempt to curb 
imparts and help domestic 
rice farmers, Japan cur- 
rently purchases Australian 
rice for about Y100 per kg- 

Tim Fischer, Australia's 
deputy prime minister and 
trade minister, said the new 
tariff was 15 times Austra- 
lia's highest tariff. He ruled 
out a general increase in 
Australian tariffs, but said 
the government would look 
at “other action” against 
Japan. 

“At that level, the tariff 


represents a bamboo curtain 
with some pretty spiky bam- 
boos , but we’ll be doing ail 
we can to wedge open that 
curtain and reduce its size.” 

Mr Fischer singled out 
Japanese four-wheel drive 
vehicles, which attract a 
reduced tariff of just 5 per 
cent in Australia, well below 
the rate for other vehicles. 
“Tm not in favour of a tariff 
tax increase on 4WDs from 
Japan. Korea or anywhere 
else. - . I just make the 
point that I'm hardly going 
to rush to the door to facili- 
tate that trade In light of 
their decision," he said. 

Mr Fischer conceded the 
rice tariff was not illegal and 
would not barm existing 
Australian exports of rice to 
Japan, worth A$72m 
(US$45 m) annually. But it 
would hamper further devel- 
opment of trade. Australia’s 
share of Japan's rice market 
under the minimum access 
tender system rose recently 
to about 25 per cent from 17 

per cent 


EU companies face shoe 
import fraud charges 


By Jonathan Barchan 


European diplomats in 
Vietnam expect criminal 
charges to be filed against a 
number of companies in Ger- 
many and the Netherlands 
over the fraudulent import 
of footwear under Vietnam’s 
developing country trading 
privileges. 

No details of the scope of 
the fraud have been given. 
But a recently completed 
European Commission inves- 
tigation revealed that 
between 2995 and 2597 about 
8 per cent of footwear 
imports allegedly from Viet- 
nam had been wrongly given 
Vietnamese certificates of 
origin. 

Vietnam accounts for 
around 15 per cent of all EU 
footwear imports and its 
footwear exports are both 


quota free and exempt from 
anti-dumping duty. During 
the first 10 months of this 
year, Vietnam’s shoe exports 
to Europe were worth 
around $800m, ahead only of 
garments and textile 
exports. 

Officials in Hanoi say 
shoes made in China and 
other countries in the region 
which are subject to quota 
were imported under fhke 
Vietnamese certificates of 

origin. 

In one case a company 
which had supposedly 
exported shoes to Europe 
was found to have no foot- 
wear manufacturing capac- 
ity. In other cases goods 
assembled In Vietnam with 
Inadequate local content 
were classed as having been 
made in Vietnam. 

The problem of trade fraud 


with Vietnam was high- 
lighted in October at a meet- 
ing of the EU- Vietnam joint 
commission in Brussels. The 
two sides agreed “to co-oper- 
ate in vigorously combating 
fraud” through various 
administrative measures. 

Currently, the certificates 
of origin are issued in Hanoi 
by the Vietnam Chamber of 
Commerce and Industry, 
which is discussing setting 
up a computerised pre-ship- 
ping notification system tor 
certificates of origin aimed 
at eliminating fraud. 

Meanwhile Vietnam’s min- 
istry of trade says it has 
completed the Initial stages 
of its first auction of EU gar- 
ment quotas, following con- 
tinued pressure from the 
European Commission to 
introduce a more transpar- 
ent system. 


EUROPEAN SPACE INDUSTRY 


GEC delays 





-i- 


satellite group 


By Chtfetnpbe Jakubyszyn 


The creation of a European 
satellite group able to com- 
pete with US rivals such as 
Lockheed Martin and Ray- 
theon has been delayed by 
General Electric Company of 
the UK. 

The British defence elec- 
tronics group disappointed 
Its partners last week when 
it refused to sign an agree- 
ment with Lagardfere of 
France, Germany’s Daimler- 
Chrysler Aerospace CDasa} 
and Alcala of Italy. 

The plan is for Matra Mar- 
coni Space, a nine-year-old 
joint venture between Lagar- 
d&re and GEC, to merge its 
business with the satellite 
and space activities of Dasa 
and Alenia. The combined 
businesses would have 
annual turnover of about 
£3bn <$3.4bn). 

Some executives who 
attended last week’s meeting 
in Paris were reported to be 
upset by GECs attitude. The 
British company yesterday 
did not respond to questions 
about the space venture 
plans. However, its Euro- 
pean partners still expect 
the agreement to be signed 
In the next few months. 

GECs step backwards may 
indicate it does not want to 
dose the door to alternative 
link-ups. It is deciding the 
company’s future In the con- 
text of the restructuring of 
Europe’s aerospace and 
defence industry of which 
satellites are a key part. 

Industry analysts 


suggested GEC might not 
want to close off any options 
while it discussed potential 
deals with US companies, 
British Aerospace, and 
Thomson-CSF of France, 
which also has satellite 
interests. 

If GEC were to do a deal 
with Thomson-CSF. ft would 
be reluctant to help Lagar- 
dfere. Dasa and Alenia create 
a powerful competitor to 
Alcatel Space, in which 
Thomson-CSF owns 49 per 
cent 

If obstacles to the new 
European grouping are 
removed, it could gain more 
strength through the addi- 
tion of the space launcher 
business of Aerospatiale, of 
France. 

In the French govern- 
ment’s restructuring of 
Thomson-CSF, Aerospatiale 
was forced to sell its satellite 
activities to Alcatel-Thom- 
son. But Aerospatiale 
retained its space launcher 
and vehicle interest includ- 
ing its shareholding in 
Arianespaca' 

After last July’s agree- 
ment on the merger of. 
Lagardfo-e’s Matra defence 
interests with Aerospatiale, 
talks are continuing about 
the inclusion of the latter’s 
launcher business in the 
new group. 

This would create a busi- 
ness with £2.5bn turnover 
and l4jno employees, with a 
Structure s imilar to that of 
Lockheed Martin which also 
has launcher and satellite 
activities. 


Father 
Christmas 
adds 
Hanoi to 
his busy 
itinerary 

By Jonatfian Bfrcbafl in Hanoi 


Seven-year-o2d Lien, 
standing outside her pri- 
mary school on Hanoi’s Tfao 
Nhuom street, seems to 
know all about the man the 
Vietnamese call “Ong Gla 
Noel”, or Old Grandfather 
Christinas. “He brings pres- 
ents for everyone." she says, 
clutching a white-bearded 
Santa mask, topped with a 
red paper cone hat. 

The hats appeared on the 
streets just a week before 
Christmas, carried by street 
vendors who deliberately 
targeted the pavements out- 
side the city’s nursery and 
primary schools. Ong Gia 
Noel, it seems, has set out to 
add the Vietnamese capital 
to his list of global con- 


Until recently. Christmas 
in Hanoi was marked only 
by the city’s small Catholic 
minority, the celebrations 
focused on midnight Mass at 
St Joseph's Cathedral 
Vietnamese children have 
traditionally drawn up their 
present lists not for Christ- 
mas, but for the mid-autumn 
festival of Tet Chung Tu; 
t ftgp the Kitchen God travels 
to heaven to report on who 
has been good and bad, trav- 
elling not with reindeer but 


<We are trying to 
learn something 
new from 
foreigners, about 
what to do at 
Christmas’ 


on the back of a fish. 

3uk; almost a decade of 
increasing openness to the 
outside world has brought 
changes. “Hanoi only 
“tecently opened up to for- 
'elgners," says Mr Son. a 
L hotel worker in - his mid- 
twenties. “So now we are 
trying to leaousomething 
me W -from Foreigners, about 
what to do at Christmas." 

After establishing a 
bridgehead in the city’s lux- 
ury hotels and restaurants, 
Ong Gia Noel is now expand- 
ing his operations. Outside 
the Viet-Soviet Friendship 
Cultural Palace this week, 
stallholders were setting up 
for a week-long Christmas 
shopping fair. 

Along the old French bou- 
levard of Tran Hung Dao, a 
sign outside a shop selling 
children’s clothes 
announced; “We have Christ- 
mas presents”. Banners on 
the main traffic junctions 
advertise concerts by popu- 
lar singers on Christmas 
Eve, although the city as a 
whole will continue to work 
on Christmas Day. 

As Mr Son observes, 
Christmas in Hanoi is pri- 
marily a young person’s 
event the main traditional 
holidays, the Tet lunar new 
year holiday and the mid- 
autumn festival, are both 
heavily centred on the fam- 

fly- 

“People go dancing, or 
drinking,” says Mr Son, “Or. 
some "younger people, they 
alight go and do something 
maybe crazy.” 

' Last year, the Christinas 
■festivities in Hanoi culmi- 
nated in a small riot, after 
the police attempted to stop 
an outbreak of motorcycle 
racing on the city streets In 
the early hours of Christmas 
day. At least one police 
motorbike was burned, and 
28 people were arrested. 

It’s the sort Of thing that 
could give Ong Gia Noel a 
bad name with Vietnam's 
conservative co mm unist 
leaders. And with the 
Kitchen God. 


FOOD TRA NSPORT EUR O PEAN COM PANIES SET OUT TO STANDARDISE PACKAGING FOR FRUIT AND VEG ET ABLES 

Drive to set standard for cardboard box 


Season j Greetings with Best Wishes for the New 
Fear to all our business friends and partners. 

JUGOSLOVENSKA KNJIGA 

Jugosloveaska knjiga Export-Import 
Terazijc 27/11 

Boegrad, Yugoslavia 
email: jckniga@eimei.yu 
Tel: +381 11 3340025 
Fax: +381 11 3231 079 

A wise m *0 U careful in ctaKmg ftkttb, books and magazines, 
sod at have bees here over 50 years to help you. 

Plane, call n! 



By Peter Marsh 

The cost of transporting a 
wide range of fresh foods 
around the world could be 
reduced as a result of agree- 
ment by same of Europe’s 
biggest packaging companies 
to join forces on a new stan- 
dardised cardboard box for 
fruit and vegetables. 

A group of companies 
including SCA and Assi 
Domain of Sweden, 
International Paper of the 
US, Jefferson Smurfit of 
Ireland, Kappa of the 
Netherlands and France’s 


Otor have teamed up to 
explore the idea of boxes of a 
standard shape and size that 
are easy to stack on lorries 
and ships. 

The first practical version 
of a new, standardised box 
comes from SCA. The 
company’s European 
packaging technical centre 
in Aylesford, southern 
England, has spent OOOflOO 
($168,000) developing what 
the company calls the 
EasyStak system. 

This is a set of bases of 
uniform dimension that can 
be made fairty easily nqng 


standard packaging 

machinery and containing 
special features to allow 
them to be piled on each 
other through 

“interlocking”. 


a Brussels-based industry 
body representing 30 big 
packaging companies, based 
in Europe, the US, South 
Africa and Brazil. 

Some Ihn cardboard boxes 


At present, they come in 50 shapes 
and sizes, making them hard to stack 


The SCA system is a "first 
effort” at a potential world 
standard for such items, 
according to Guy Standaat, 

secretary-general of ProBox, 


for fifoit and vegetables, 
w o rt h an estimated $840m. 
are .used each year 
throughout Europe. 

At ; present, they crane in 


50 or more shapes and sizes, 
making it harder to pack 
them as they are transported 
around the Continent. 

“Interstackability". the 
term used by the packaging 
industry to describe this 
problem, has become more 
of a problem as 
supermarkets transport fruit 
and vegetables thousands of 
miles in efforts to satisfy 
consumer tastes for more 
exotic produce. 

The boxes some times have 
to be loaded and unloaded 
sevCTai times, as Is the case 
with apples exported from 


New Zealand to 
changing tastes in D 
or the UK. 

The costs of tram 
such produce, rum 
billions of dollars , 
could be reduced by 
sure all the boxes i 
into each other. 

SCA said that, so 
has signed up thre 
fruit growing. organ! 
Fruition Group and 
of the UK and F.nm 
Zealand, to use its sy 
hopes to persuade mo 
groups in conti 
Europe to follow. 
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CHRONOMAT FOR EVER 


Success Story 

An instrument formerly reserved 
for a select circle of devotees, the 
mechanical chronograph has become 
THE watch worn by all those able to 
appreciate its technical nature and 
authenticity. 

The Chronomat was the forerunner 
of this passion for the automatic 
chronograph - which Breitling itself 
invented in 1969. 

Consistent improvements have been 
made to each detail of its face and case. 



and the powerful driving force, 
Breitling Caliber 13, has now been 
refined and fine-tuned to perfect its 
already excellent performance in the 
most demanding conditions of use. 
BREITUNG lavishes individual, manual 
adjustments on each key component 
of all its mechanical chronographs. 



GT stands for Grand Totalizers 
and their excellent legibUit y. 


High-tech with style 

Throughout the century, Breitling 
has invented many original functions 
specifically designed for chrono- 
graphs, including the second 
pushpiece, analog and digital 
10-minute counters, the slide-rule with 
logarithmic scale, and more recently 
the Emergency, the first wrist 
instrument equipped with a micro- 
transmitter. Nevertheless, it is above 
all distinctive styling and a wealth of 
details which make a Breitling 


CHRONOMAT GT 
MECHANICAL CHRONOGRAPH 

Selfwinding r with 42-hour power reserve. Water-resistant to 
100 meters. Steel , two-tone , steel/gold, 18K yellow or white 
gold case. Wide choice of dials. Available on all types of 
Breitling leather straps, or on Pilot or Rouleaux bracelets. 


BREITLING SA 
P.O. Box 1132 

SWTI2ERLAND - 2540 GRENCHEN 
Tel: 41 32 / 654 54 54 - Fax.: 41 32 / 654 54 00 
www.breitlmg.com 


The race goes on 

9 days, 17 hours and 55 minutes: In the 
course of its attempted non-stop round- 
the-world flight, the crew of the 
Breitling Orbiter 2 has set the absolute 
duration record for a manned flight 
without refuelling. 


IN STRU M E NTS FO R PROFESSIONALS 


















B RITAIN 

PARLIAMENTARY STANDARDS INDUSTRY SECRETARY FAILED TO DISCLOSE $627,000 DEAL IN REGISTER OF INTERESTS 


Minister refuses to 
resign over loan 


By Oefiorerfi Hargreaves 
In London 


Peter Mandelson, chief 
industry minister, yesterday 
refused to resign as a politi- 
cal storm broke over a loan 
be received from an MP who 
is now himself a government 
minister. 

Mr Mandelson was lent 
£373.000 (3627,000) two years 
ago by Geoffrey Robinson, 
paymaster general at the 
Treasury. Britain’s Finance 
ministry, to buy a house in 
London's fashionable 
Netting Hill district. 

The loan, a private 
arrangement between the 
two Labour MPs who were 
not in government at the 
time, was at a preferential 
rate of interest and was con- 
siderably more than Mr 
Mandelson could have bor- 
rowed from a bank or other 
commercial institution on 
his salary. 

Mr Mandelson did not dis- 
close the transaction in the 
register of members’ inter- 
ests which lists outside 


sources of income that may 
influence a politician's deci- 
sions. He also did not men- 
tion the loan to ministry offi- 
cials when he was appointed 
trade and Industry secretary 
in the summer, nor did he 
tell his officials about the 
arrangement when the 
Department of Trade and 
Industry began investigating 
Mr Robinson’s business 
affairs in September. 

"This affair quite frankly 
stinks,” said Michael 
Ancram, chairman of the 
opposition Conservative 
party. "This Is a devastating 
‘ insight into the cronyism at 
the heart of New Labour. 
They seem to think they can 
do anything and get away 
with it." 

But Mr Mandelson said 
there was no "ulterior 
motive’’ attached to the loan, 
although he acknowledge d 
that with hindsight he 
should have told DTI offi- 
cials about it. "I don't 
believe he (Mr Robinson} 
had any political motivation 
at all in wishing to help me. 


He is a very wealthy man. 
There was no reason at the 
time, or Indeed since, why I 
should have felt that he 
wasn’t an appropriate person 
to loan me the sum,” he said. 

Tony Blair, the prime min- 
ister, stood by Mr Mandel- 
son. saying he had not 
breached the code of conduct 
for ministers. But the dis- 
pute is embarrassing for the 
Labour party which cam- 
paigned a gains t alleged cor- 
ruption and sleaze In the last 
Conservative government 

Mr Mandelson. a close 
friend of the prime minister, 
is widely regarded as the 
architect of "New Labour”, 
making the party more 
acceptable to middle class 
voters. His grandfather was 
Herbert Morrison who held 
very senior positions in 
Labour governments in the 
1940s and 195%. 

But Mr Mandelson’s repu- 
tation for ruthless control of 
policy has not endeared him 
to everyone: some Labour 
MPs were quick to criticise 
him yesterday- 



Paymaster general has spent year under a cloud 


Personal finances of second minister in 
the controversy have already been under 
scrutiny, reports Deborah Hargreaves 


A Cloud has been hang in g 

aver Geoffrey' Robinson, 
the government's 
embattled paymaster gen- 
eral. for more than a year. 
He has been forced several 
times to defend his conduct 
over personal financial 
affair s amid growing media 
and political criticism. But 
as one of the closest confi- 
dantes of Tony Blair, the 
prime minister, he has clung 
tenaciously to his post, 
albeit with diminished 
responsibilities. 

The row over Mr Robin- 
son’s financial affairs blew 
up more than a year ago 
when it emerged that he was 
the beneficiary of an off- 
shore investment trust set 
up to avoid UK domestic 


taxes in the Channel island 
of Guernsey, between 
Britain and Prance. This led 
to accusations of hypocrisy 
from Labour's political oppo- 
nents since the government 
has pledged to crack down 
on tax evasion. 

It also emerged later that 
Mr Robinson had been 
involved in Treasury discus- 
sions on how to tax offshore 
trusts, although he said he 
had opposed these loopholes 
and therefore had been 
working against his own 
financial interests. Peter Lil- 
ley, shadow chancellor with 
the opposition Conservative 
party, said It was a "clear 
conflict of interest” for him 
to be working on these 
issues at alL 


Mr Robinson’s position as 
paymaster general at the 
Treasury, the UK’s finance 
ministry, also involved him 
in laying out plans for a new 
investment vehicle, an indi- 
vidual savings account, 
aimed at low-income savers. 
Initial plans for these new 
instruments offered l ess tax 
relief than investors could 
receive from existing savings 
products that are due to be 
phased out. 

This led to further calls of 
hypocrisy from the Conser- 
vatives and embarrassment 
for the government. The 
plans for ISAs were later 
amended to make them more 
attractive to savers. 

Paymaster general is a his- 
torical term for describing 
Mr Robinson’s job as num- 
ber three at the Treasury. 
His role involves working on 
public-private partnerships 
and the private finance ini- 


tiative which aims to attract 
private sector ftrnds to pub- 
lic projects. 

Until recently, he was 
involved in the review of 
capital gains tax and the 
windfall levy which creamed 
off excess profits from priva- 
tised utilities. But the Trea- 
sury confirmed last month 
that he had been relieved of 
his responsibilities for tax, 
leading to speculation that 
Mr Robinson’s career in gov- 
ernment would soon end. 

The millionaire business- 
man who was .Once chairman 
of the Jaguar car company 
enjoys a close relationship 
with Gordon Brown, chan- 
cellor of the exchequer, as 
well as with Mr Blair. He 
has been tipped for a move 
from the Treasury each time 
the prime minister has 
reshuffled his cabinet, but 
has so far remained In place. 

Mr Robinson has argued 
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Early start: Peter Ma ndelson yesterday leaves the west London 
house for which he took out the bon Press Association 


strenuously that . he has done 
no wrong over his interests 
in Orion trust, the Guernsey- 
based investment vehicle, 
and followed legal advice at 
all times. But while he said 
the trustees of Orion were 
completely independent, it 
emerged that he bad given 
them advice - which they 
took - on two separate occa- 
sions about buying shares In 
an engineering company 
founded by him and In a UK 
soccer dub. 

The second accusation 
against Mr Robinson was 
that he failed to disclose his 
connection to the trust in 
the register of MPs’ inter- 
ests, a .publicly available 
document. He was legally 
within his rights to omit any 
mention of the trust, but he 
has been criticised for taking 
a strictly legalistic approach. 

Editorial Comment, Page 11 


Discount 
market of 
Napoleon’s 
era closes 
its books 


By Edward Lime, 
Capital Marinate Editor 


The London discount market . 
- an antiquated institution 
once at the heart of Britain’s 
financial culture - formally 
drew to a dose yesterday 
wben the last discount 
house returned its licence to 
the Bank of England, the UK 
central bank. 

The demise of the market, 
almost two years after the 
Tfank of England announced 
a modernisation of its rela- 
tionship with the money 
markets, doses the book on 
a story which began during 
the Napoleonic wars. 

Although the discount 
market was not formally 
launched until after the 
financial crisis of 1825, the 
dally street market of , 
so-called “bin brokers" was 
considered the forerunner of 
the London discount market. | 
Parading the City in . top 
hats, the brokers would buy 
Mils of exchange (often for- 
eign trade bills) far cash at a 
discount to their face value. 
They then re-discounted the 
same paper to the Bank of 
England and pocketed the. 
difference. 

At this stage, the Bank of 
England used the market as 
a private investment vehicle 
to make returns for itself. 
But the crash of 1825 - 
prompted in part by the 
excessive amount of credit 
unleashed by the Bank of 
England's use of re-discount- 
ing - persuaded the authori- 
ties to set up a more formal 
system of exchange. 

Thus was born the London 
discount house, a type of 
brokerage licensed by the 

Bank of En gland to act as an 
intermediary between itself 
and the broader financial 
world. Sir Roger Gibbs, a for- 
mer chairman of the London 
Discount Market Associa- 
tion, who continued to wear 
a top hat until the early 
1980s - along with many 
other brokers - said: "it was 
the emergence of screen- 
based trading which finally 
killed off the tradition.” 


_ NEWS DI GEST. 

COMPUTER TOMB * 

MPs warn of complacency 
over risks for ihotprists 

The government and the motor Industry are being 
complacent about the potential for foe “mHIeftnlum bomb" 
to cause problems for motorists, the transport committee 
of the House of Commons warned yesterday. The bomb is 
.caused by some computer software bang unable to . 
recognise dates after 19®. 

The AA motoring organisation had told the committee It 
was concerned about the possible impact of the millen- 
nium bomb in vehicles. The AA had acc^rted that "the - 
chances of a car stopping or doing anything actually dan- - 
gerous are pretty remote", but other systems such as ' 
alarms, immobfiisers and temperature control systems 
might be affected. 

The AA had written to motor manufacturers to ask If 
they were aware of any problems with their products but 
their bquafes had met with “rather bland assurances", the 
committee said. Manufacturers had said that because . 
microprocessors used in vehicle control systems had no 
date dependency, there was nothing to test "We believe 
that this response may be slightly oompiacerit. not least 
because of foe possible impact of embedded chips," the 
committee said. Charles Batchelor, London 

BIND MANAGEMENT 


Firm reprimanded for breaches 

Imra, the fund management watchdog, yesterday repri- 
manded Ban- Rosenberg European Management, part of 
the US-based Barr Rosenberg Investment Management 
and two of its senior directors for a series of rule 
breaches. 

. The company was charged with foiling to implement 
adequate compliance procedures, foiling to monitor com- 
pliance and knowingly supplying inaccurate Information to 
the regulator. BREM, which manages assets of £3 56m 
($600 m) hrr Europe, is to pay £13,000 in costs, although no 
fine was levied. Jennie Paterson, managing director of 
BRBA. and William Cansdale, the compliance officer- who 
left the firm in January, were also charged with failing to 
ensure that information provided to Imro was accurate. 

Ms Paterson said foe failures resulted from “incompe- 
tence. They were not malicious and involved no clients' 
money." * • 

Axa Investment Managers, the fond arm of the French 
insurance group, bought a majority stake earlier this year 
In Ban Rosenberg, the active quantitative manager which 
bases its investment decisions on sophisticated computer 
modelling. Jane Martinson, London 


POST OFHCE ^ 


Profits fall reflects price freeze 

Post Office pre-tax profits for foe first half of 1998-99 were 
£2 83m ($475.44m), down £46m on the same period a year 
ago. The profits fan largely reflects a -freeze on domestic 
postal prices since July 1996. But tower growth in mail : 
volumes compared with last year wilT be seen as evidence 
of declining activity Jniha economy. Most Post Office prof- 
its go to the government, but ministers intend to change 
that under plans, announced this month, to widen the cor- 
poration's commercial freedom. Alan Pike, London 


■■V' T* ; v 


I (h? iKIUHM '/<)U 



|*i 

feJxppH'' 








British Telecom, 3i, GE, Midlond Bonk, Royal Bank of Scotland, Scottish Life Assurance, Sun Ufe Assurance, IBM UK and 
Saab, the who’s who of the corporate world trust our force of over 1 0,000 consultants, to deliver system consulting 
solutions the world over. 


We provide these solutions from our SEI CMM Level 4/ISO 9001 Certified Business and Technology Competence Centres. 
And our width and depth of experience across businesses and platforms, coupled with our belief of always being ready 
for the future, has today made us 'Asia's largest global software and services company 1 . No wonder the world's best 
companies trust us. 




Tata Consultancy Services 


Business Expertise: ^"Wng and Rnance-ln^roPce-Securties.Telecommuniarfons.Maradbchjring-Retail.Haalfh Care -Hospitality. Transportotior, .Avfefon -Government .Technology Expertise- Client/Wr.6 
Currency-V2K.|nternet/lntraner.Multimedia -Visual Computing -Imoaa Prece S an 9 .CAD/CAM/CAE.Real Time Systems and Process Cb^-DdowrehaWng and Datamining.Re-enaineerin7conu.^o ^Migration. 


UK. London; 1 8. Gfowrtxx Hocc. London SWTX 7HS. Phone. -,171 23S 46 1 3. Fa, * »7I 33S M37 . E-nxd . tad*. Mumbcfc to ^ iOOtol . 
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Assembling an IT neiwork for a worldwide company is a tremendous 
endeavour: Servicing it can be an even more colossal task. This is 
precisely why you should call Wang Global, a networked services 
and solutions provider, with an annual turnover of over $3 billion. We 
will integrate your entire company's infrastructure; desktops, software, 
peripherals, into one remarkably seamless network. Then manage and 
upgrade -that network as your company grows. And grow it will. 
+44 (0) 1 8 1 785 6666. http://www.wang.com 


1 200 desktops. 

700 laptops. 

The London office. 
Maude from Accounting, 
212 printers. 

The internet. 

Edwin from R&D. 

The Hong Kong office. 
Audrey from Finance. 
The intranet. 

The New York office. 

88 servers. 

Billy from Sales. 


Ready? 

Put them together. 



G L M B L. 

Networked Techno.logy Services 


Ssja-'-. 
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The fate of Project Tiny Tim 


Visits from three screen ghosts leave the president of Scrooge and Mariey 
International feeling his mission statement may be humbug 


This case seas prepared by 
Professor John Katj, Peter Moores 
director of the Said Business 
Schnoi at the L’niuersitii of 

Oxford, under the direction of 
emeritus Professor Charles 
Dickens. It is intended as the basis 
for class discussion rather than to 
illustrate cither effectii'e or 
ineffective handling of an 
adnnnistratitv situation. 

It was December 24 1843 and 
Eboneztr Scroop, president and 
chief executive of Scrooge and 
Mariey International (SMI), faced 
uiic ut the most difficult decisions 
of his business career. (Prof 
Dickens has not advised me what 
business Scrooge and Mariey 
were in. bui there is no doubt 
about what they made: they 
made money. > 

Ebenorer Scrooge and Jacob 
Mariey were deeply committed to 
the bottom line. Their corporate 
mission statement - "I don't 
moke merry myself, and 1 can't 
afford to make idle people merry" 
- had inspired a generation of 
business school students. 

Following Mr Mariey 's 


premature demise seven years 
before, Mr Scrooge had taken 
over as chief executive and had 
vigorously developed Mr Marley’s 
philosophy. 

Mr Scrooge was much In 
demand as a speaker at executive 
conferences, where his catch 
phrase - "Bah! Humbug!" - had 
become legendary. Indeed, Mr 
Scrooge had used it frequently 
that very day. He had been 
invited to make corporate 
contributions to Christmas 
charities and to support a 
programme to provide work 
experience for the young 
unemployed. 

He had welcomed the 
opportunity to explain that 
corporate donations could only 
be justified by reference to 
directly identifiable benefits to 
shareholders. By substantial tax 
payments SMI had already made 
ample contribution to the upkeep 
of workhouses, prisons and other 
establishments for the poor. 

On the night before Christmas, 
nothing was stirring in the 
executive suite of the SMI 
corporate headquarters except 


Mr Scrooge’s mouse, scrabbling 
on its mat. Mr Scrooge was 
reviewing the progress of Project 
Tiny Trm. 

The project did not meet any of 
the criteria Mr Mariey bad 
prescribed for the company. 
Although its long-term potential 
was considerable, sales were far 
from meeting Mr Marley's 
l requirement that S MI be number 
one or two in every market it 
served. The payback period was 
long and the current cashflow 
profile unacceptable. Bah! 
Humbug! thought Mr Scrooge. 

Mr Scrooge clicked on his 
mouse, expecting to see his 
screen saver or hear Bill Gates 
asking if he really wanted to shut 
down his computer. Instead he 
could discern a faint image of Ms 
dead partner, Jacob Mariey. The 
enchained ghost was wringing 
his hands. *T wear the chain I 
forged in life,” he said. “Of my 
own free will I wore it” 

Mr Scrooge was startled by 
this. “But you were always a 
good man of business, Jacob,” he 
said. “Business!” cried the ghost, 
wringing fts hands again. 


"Mankind was my business. The 
common welfare was my 
business; charity, mercy, 
forbearance and benevolence, 
were, all, my business. The 
dealings of my trade were 
but a drop of water 
in the comprehensive . 
ocean of my business!” 

Mr Scrooge reminded his 
partner oi the need to focus on 
core competencies. The formula 
Mr Mariey had described would 
not produce the earnings per 
' share growth the market 
| required. Mr Marley’s ghost 
explained that strategic 
management was being 
re-eDgtaeered in Purgatory, and 
three representatives from that 
establishment would be visiting 
Mr Scrooge to explain the new 
thinking. 

Following instructions, Mr 
Scrooge entered Internet 
Explorer with the aid of a search 
engine called Ghost of Business 
Past. 

The Ghost of Business Past 
directed him to a web site on new 
business formation. It Showed 
entrepreneurs, excited, lively, 
committed to their projects and 
their customers, and developing 
new projects. 
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The Ghost of Business Past 
was rapidly superseded by the 
Ghost of Business Present. The 
next web site demonstrated the 
wide range of Christmas 
celebrations planned by the 
employees of SML - 

Group chief financial officer 
Bob Cratchit was at home with 
Mrs Cratchit. She was “brave in 
ribbons”, according to Prof 
Dickens. The meaning of this 
archaic English phrase Is 
j unknown but it may relate to 
payouts under the'SMI long-term 
incentive plan. 

The Gratduts were toasting Mr 
Scrooge: only on Christmas Day, 
they said, could one wish for the 
health of one such as Mr Scrooge. 
Others celebrated their freedom 
from the office in gossip about 
Mr Scrooge. "His wealth ia of no 
use to him. He don’t do any good 
with it.” he heard them say. 

Mr Scrooge found all Bus 
disconcerting. He had planned a 
quiet Christmas measuring the 
current valuation of his share 
options and undertaking the 
necessary preliminaries for filing 
his tax return early in the new 
year. And yet there were his 
employees, deriving economic 
and social benefits from their 




relationships with each other, 
apparently satisfied by gods 
other than money. 

Mr Scrooge clicked the mouse 
again and turned to the Ghost of 
Business Yet to Come. This 
Ghost led him Into a graveyard. 
He turned at once, with a chill in 
his heart, to his own tombstone. 

There it was: SirJSbenezer 
Scrooge. Below it was the epitaph 
be had always wanted: “He 
created shareholder value.” 
Beside it was another tombstone. 
It was the kind that appears on 
the front page of the Financial 
Tfcmes.lt said: “The undersigned 
advised an the acquisition of the 
remaining assets of SMI by 
Mariey (reincarnated) and 
Cratchit Inc.” SMI absorbed by 
another business! Was it to this 
card that he had devoted his . 
business life? With that, the 


aat€ 


Bp pMm definition improved, and _ 
there was that familiar message: 
Windows 98 NT. 

Some analysts held that Mr 
Scrooge’s Insistence on 
shareholder value gave the 
business a strong sense of 
direction and a necessary focus. 

Others took the view that 
Scrooge's early leadership of SMI 
gave insufficient emphasis to 
entrepreneurial activity and new 
project development They 
claimed he neglected the 
relationships within the company 
and between it and its 
community which are the only 
long-term basis of business 
success. 

What should Mr Scrooge do 
about Project Tiny Tim? Let it 
live or let it die? 

(c) 1998 by the President and 
Scholars of Sard Yard College 


TECHNOLOGY FIELDBUS NETWORKS 


A conflict over standards 


Arcane technical disputes have plagued a subject which industry 
Ignores at its peril, writes Vanessa HouJder 


■Ml For connoisseurs of 
standards disputes, 
■■ral the long-running 
•‘Fieldbus wars” are a model 
of their kind. Since the mid- 
lssn*. the main US and Euro* 
jvan suppliers of automation 
networking technology have 
been engaged in a succession 
of commercial, technical and 
political battles about the 
development of a single 
international standard. 

Fieldbus networks - 
which allow control equip- 
ment to work together - 


have a crucial role in reduc- 
ing the wiring needed in fac- 
tory automation and improv- 
ing flexibility. A “bus” is a 
general term for the central 
wiring that links computers 
and other equipment Com- 
panies - particularly those 
in the instrumentation 
industry - that drag their 
feet are likely to lose out 
tocompetitors. 

it is a complex story, punc- 
tuated by arcane technical 
disputes and shifting alli- 
ances. "A detailed analysis 


of the various trade associa- 
tions and user groups reads 
like the history of Europe 
prior to the first world war, 
with alliances formed only 
to he broken over a disagree- 
ment regarding the adoption 
of standards," according to 
Siemens, one of the main 
participants. 

Many potential users are 
put off by the profusion of 
alternative specifications 
and the convoluted argu- 
ments abont their merits. 
But to ignore the technology 


altogether could be costly. 

Fieldbus technology is a 
small but fast-growing mar- 
ket Dominated by Rockwell 
Automation In the US and 
Mitsubishi in Japan, by Sie- 
mens In Europe, it is worth 
about $75m (£47m) world- 
wide, but is expected to 
increase to nearly $ 200 m by 
2003, according to consul- 
tants Automation Research 
Corporation. 

In the UK, the DTI has 
part-funded a Fieldbus 
Awareness Campaign and 
Exploitation Service, to 
spread the word to small and 
medium-sized companies. It 


European 

Community 

Newspaper. 


is promoting the technology 
In an attempt to counter 
canftision that has stemmed 
from the “political battles” 
between the providers. “The 
message to UK manufactur- 
ers of instrumentation is 
that adoption of Fieldbus 
technology is essential in 
order to remain competi- 
tive;" it says. 

Arguments about stan- 
dards came to a head in 
October with a decision, by a 
narrow margin, to reject a 
common International Elec- 
trotechnical Commission 
IEC 61158 standard. 

Leading the campaign for 
the new standard was the 
Fieldbus Foundation, a not- 
for-profit organisation con- 
sisting of most of the US- 
based and Japan-based 
industrial automation sup- 
pliers. 

Leading the opposition 
were supporters of a Euro- 
pean standard EN 50170 
which might have had to be 
withdrawn If the IEC stan- 
dard were adopted. This 
standard is closely linked to 
several protocols developed 
in Europe, most notably Pro- 
fib us, a widely used technol- 
ogy developed by Germany 
instrumentation and control 
manufacturers now champi- 
oned byStemens. 

The vote followed an acri- 
monious exchange in which 
the Field bus Foundation 
accused Profit us of spread- 
ing misinformation. John 
Pittman. Fieldbus Founda- 
tion president, claimed that 
“a small group of German 
controls manufacturers” 
with a vested interest In the 
defeat of the standard were 
urging affiliates to join or 
lobby their local national 
standards committees and so 
sway their votes against the 
standard. 

It condemned the eventual 
result of the ballot as a “set- 
back for the world's end-us- 
ers”, and vowed to continue 
the fight. 

Profibus International, for 
its part argued strenuously 
that the proposed standard 
was flawed. It welcomed the 
ballot result as a victory for 
existing technologies that 
| were already fully tested and 
available: “Nothing am stop 
the momentum of estab- 
lished technologies. Let the 
market decide." 

Observers of this battle 
tend to be cynical about the 
partlcipahts’ motives. 
Although the arguments 
appear to be about technical 
issues, they argue that they 
are really about economics. ‘ 
Despite the desire of users 
for single standards, estab- 
lished suppliers desperately 
want to maintain the propri- 
etary nature of their systems 
in order to differentiate their 
products. 

Alan Williams, director of 
the UK Operations of Auto- 
mation Research Corpora- 
tion, says the big players In 
the regions have carved out 
large market shares with the 
help of what are. in effect, 
regional standards. Their 
markets are protected from 
their large rivals which are 
handicapped from entering a 
market dominated by a dif- 
ferent standard, - 

But the situation is unsta- 
ble. The traditional suppliers 
have come . under attack 
from low-cast manufacturers 
making cut-price compo- 



nents of Fieldbuses, which is 
likely to erode their reve- 
nues. 

A more profound threat to 
existing suppliers may come 
from advances is technol- 
ogy. In particular, the 
improved reliability and 
speed of the Ethernet 


manufacturing systems. 

However, it is improving - 
to the point where it can act 
as a unifying networking 
technology that will support 
several different network 
protocols. During the next 
few years. Mr Williams says, 
the Ethernet will help load a 


‘A detailed analysis reads like 
the history of Europe prior to 
the first world war 1 


could change the face of 
networking. 

The Ethernet, a form of 
local area network which 
can caver large geographic 
distances and hand l e large 
amounts - of data, has tradi- 
tionally . been., neither fast 
nor reliable enough for the 
networks, working with 
controls and devices 
required to automate 


shift away from proprietary 
solutions. 

Where does that leave 
potential users of Fieldbus 
technology? For instrumen- 
tation makers, there is little 
c hoice b ut to push ahead in 
adopting the technology. But 
end-users under less pres- 
sure to embrace the technol- 
ogy may be tempted to wait 
They may be reluctant to 


Invest in proprietary tech- 
nology if the Ethernet is 
Hkely to pave the way for 
more “open" technology 
soon. 

There is a debate within 
the automation industry 
about the role of PCs in con- 
trolling plants. The dehate 
about networking technol- 
ogy could be rendered obso- 
lete by the growing installa- 
tion of PC-based industrial 
controllers into manufactur- 
ing plant 

The pace of technological 
change poses a dile mma far 
established suppliers, 
according to Mr Williams.. 
Companies with large mar- 
ket shares based on propri- 
etary technology may 
be reluctant to change 


Yet advances in technol- 
ogy may allow customers to 
look elsewhere if their sup* 
pliers do not move quickly 
enough to provide them with 

genuinely open systems. 
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Timothy Pfaff finds that 
efforts are not enough to 


*f rf 5 B ^Ponse to Tobias 
Picker’s first opera, Emmeline - 
two productions to dale, telecast 
CD release and. not incidentally! 
a new commission from the Met 
- raised expectations about his 
second, a children’s opera on 
Roald Dahl’s Fantastic Mr For 
tor Los Angeles Opera. At its sec- 
ond performance, a Saturday 
matinee whose audience was 
made up of a significant number 
oT well-behaved, long-suffering 
children, a lamentably inert Fox 
barely made the leap over the 
footlights. It’s a point of plot that 
the formers fail in their attempt 
to dig out the putatively maraud- 
ing foxes; but the moment in the 
third act of this 90-minute work 
risen two huge mechanical dig- 
“i sit stalled on the stage of the 
uthy Chandler Pavilion feels 
too emblematic when it 
arrives. The opera’s immovable 
weight turns out to be the story. 

Fox is the first opera to emerge 
from a Roald Dahl Foundation 
enterprise set up to make stage 
works erf the author's children’s 
books. While evidence abounds 
that the members of the Los 
Angeles production team 
responded conscientiously to 
their commissions - just about 
every change to Dahl’s story 
seems an improvement - the 
despair of the author's dramatisa- 
tion of the deadlock between wan 
and nature is what prevails. 

Certainly Picker’s score does 
all it can. It’s a strong, flexible 
piece of sustained writing that 
skillfully juxtaposes the animal 
kingdom's buoyant innocence 
with the more mordant colours of 
ttic human realm - music that 
consistently boasts grateful, char- 
acterful vocal writing. Surely 
'unwittingly, the otherwise 
resourceful libretto by Donald 
Sturrock. the Dahl Foundation 
artistic director who doubles as 


even with Scale designs, the music’s best 
bring conviction to RoaJd Dahl’s slender tale 


t hrector of this production, over- 
reaches in its effort to gussy up 
Dahl’s grim tale and drab prose, 
the busy, fast-paced, pun-laced 
text (the grotesquely fat Farmer 
Bunce calls himself a “gastro- 
Enome”) adds major elements to 
the original: a singing tree (chil- 
dren's chorus), a small menagerie 
of new animals, some decidely 
adult themes (Miss Hedgehog 
foments incipient spinsterhood in 
an action-stopping aria; she’s 
redeemed from the tote at opera’s 


Certainly Picker’s 
score does all it can. 
It’s a strong, flexible 
sustained piece of 
writing 


end by a humpy Mr Porcupine) 
and one delectable .musical pun. 
a victory dance far the Fax font 
ily that is, naturally «nnng h. a 
fox-trot. 

Welcome as most of the emen- 
dations are, they're ultimately, 
self-defeating. The sheer glut of 
text taxes the singers and keeps 
the audience’s eyes glued to 
supertitles. Regrettably, Stur- 
rock’s added ideas, some of. 
which verge on nature philoso- 
phy, and the ubiquity erf sly foxes 
beg Inevitable comparisons with 
Jan&cek’s masterpiece. The Cun- 
ning Little Vixen, a sublime con- 
templation of man’s place in 
nature in whose shadow Fox all 
but disappears. 

One found oneself asking, 
what's in it for the children? 
There’s little but Gerald Scarfe's 
designs to appeal to a child's sen- 
sibility, and each of Scarfe's 
broadly cartoonlsh elements 
comes at a price. The rotating 


unit set is Ill-equipped to depict 
the devastation the three stoog- 
ish formers wreak on their ani- 
mal foes, and the outlandish cos- 
tumes, for all their 
sudden-impact comic value, 
amount to physical restraints, on 
the singers. The extended snouts 
on the aniwiaT characters in par- 
ticular, combined with the com- 
plete obliteration of their 
'‘human” faces, hinder both the 
singing and the singers' expres- 
sion. In the end, they hobble the 
production in the very same way 
Scarfe’s desultory designe under- 
cut Peter Hall's Magic Flute for 
Los Angeles in 1993. 

In Dahl, implements of destruc- 
tion do not go beyond hand shov- 
els. Saturday's children were pre- 
dictably enthralled by a big 
yellow tractor and a Father-sized 
red industrial digger that marked 
the production's most conspicu- 
ous escalation of the terms of 
war (and gave power-house mez- 
zo-sopranos Jill Grove and Lesley 
Leighton their chances to sweep 
vocal honours as Agnew the Dig- 
ger and Mavis the Truck)- But 
when the machinery grinds to a 
halt, spirits on both sides of the 
proscenium deflate. 

As the titular Mr Fax, Gerald 
Finley is fantastic, wily, charm- 
ing and, in the sheer relish of his 
words, easily the most successful 
of the gin g in g animal characters, 
. lami a Offenbach's lanky Bean is 
the most compelling of the farm- 
ers, with hints of a menacing psy- 
chological instability. The cast as 
a whole, ably conducted by Peter 
Ash, is overall notably willing 
and resour cefuL Too bad their 
best efforts aren’t enough to 
bring conviction to Dahl’s slen- 
der tale, a parable without a les- 
son. A fox-trot, however haunt- 
ing, is hardly a conclusion 
sufficient to justify a new opera 
from an important composer. 



MUSIC 


More 
than 
just a 
festive 
treat 


A resourceful cast as the Btufar Mr Fox, Garaid FNay is fantastic, v»fiy and charming 



Alive to subversive irony 


Alastair Macaulay warms to an underpowered ‘Pirates of Penzance’ 


Sewn* from th* CTOyly C«rt» production at rtha Ptratas of Ponzanc*’ at the Queens Thaatro, London W1 


Most cultures have their own 
kinds of irony, and the English 
kind is mast perfectly epitomised 
in the comic operas of Gilbert 
and Sullivan, in the comedies of 
Oscar Wilde, and in the fiction of 
P.G. Wodehouse. 

Gilbert and Sullivan came first, 
and were most influential So it is 
wonderful to return to The 
Pirates of Penzance, in which 
both Gilbert and Sullivan built 
irony Hbe a castle in the air, 
absurd and fantastic. Anyone can 
spot the irony in Gilbert's words: 
“Pm telling a terrible story /But it 
doesn't diminish my glory/For 
they would have taken my 
daughters/Over the billowing 
waters”; the business over char- 
acters who pronounce "often" 
and "orphan" the same way: the 
heroic chorus “Go ye heroes, go 
to glory” sung to a clutch of 
country policemen. 

Yet somehow people keep miss- 
ing the irony in Sullivan's music, 
though it is sometimes fabu- 
lously blatant When the heroine, 
Mabel, enters and sings the 
words “Yes. 'tis Mabel!”. Sullivan 
makes her sing a 39-note cadenza 
on the first syllable of her name. 
When the pirates enter in 
“stealth" and sing “With cat-like 
- tread”, Sullivan (sending up the 
“Zitti. zittr chorus of abducting 
courtiers in Verdi’s Rigotetto) sets 


the whole thing forte, with cym- 
bal clashes at the end of each 
line. 

But often Sullivan’s irony is of 
a far more subversive and 
entrancing kind, entering deep 
into the (jndo)dramatic spirit of 
the Victorian theatre that be and 
Gilbert are lampooning. If be bad 
kept bis tongue in his cheek for 
“Go ye heroes”, it would not be a 
great moment That it is great - 
the whole ensemble seems to rise 
elaborately and powerfully 
towards the clouds - is because 
Sullivan, thrillingly, captures the 
very nervous system of Romantic 
heroism and makes a classical 
construction from it. 

His feat is absurd, and utterly 
breathtaking. Likewise when Gil- 
bert makes everyone stop mid-ac- 
tion and - ludicrously - pro- 
nounce the extended ode “Hail. 
Poetry!”, Sullivan is too subtle an 
artist to snigger; he makes it alto- 
gether more ludicrous by seem- 
ing to take it very seriously 
indeed, in a grand chorale. You 
hardly know whether to laugh or 
simply to gasp in awe. 

The D’Oyly Carte production 
directed by Stuart Maunder that 
Raymond Gubbay has brought to 
the West End is straightforward, 
agreeable, and just once or twice 
distinguished. A pity that - for 
financial reasons - a very 


reduced orchestration is used 
Oust nine players), but an under- 
orchestrated Pirates is better 
than no Pirates at all, and the 
production has enough integrity 
and vitality to help you soon for-, 
get what’s missing. 

Everything comes together 
beautifully in the “Go ye heroes" 
(“Tarantara”) ensemble, and here 
Lindsay Dolan has given to the 
policemen the wittiest choreogra- 
phy that London has seen in 
many months. First, they all do 
knee-bends, but on different 
beats. Then some of them start to 
do knee-bends on the opposite 
beats. Then they march, left and 
right and left and right - and 
their reversals of direction 
become more cramped and 
quicker and sillier. 

Gareth Jones as the Sergeant 
of Police is the best performer in 
the cast. lighting up words and 
music from within with a won- 
derful secret twinkle. Some of the 
acting is stale (the Major Gen- 
eral} or fiat (the Pirate King); but 
most of the singing is good, and 
the rest is fair. David Gibson, 
conducting, could sometimes 
bring more elasticity to Sul- 
livan's phrases. But everything 
about the production is alive, and 
often lively, and one leaves the 
theatre, as one should, talking 
about Gilbert and Sullivan. 


“Classical” music usually winds 
down well before Christmas in 
favour of carol concerts and the 
like, but the last weekend before 
Christmas offered more than 
bon-bons. At the Royal Festival 
Hall, Leonard Slatkln conducted 
an all-Czech concert with the 
Philharmonia that gave 
unalloyed pleasure. 

Though DvoMk’s cello 
concerto and Jan&Cek's 
Sinfonietta are sur e fir e pieces 
anyway, they were hugely 
successful here. The concerto 
had the impeccable Steven 
Isserlis as soloist, warmly 
musical as always; Slatkin’s 
renowned efficiency roused the 
outlandish forces of the 
Sinfonietta - extra brass in 
profusion - to a satisfying blaze, 
and the audience to an excited 
ovation. 

Slatkln had begun with one of 
Dvorak's Slavonic Dances, 
played with vital spring and wit, 
and between the main pieces he 
gave us Josef Suk's early 
Serenade for strings, op. 6. New 
to me, it proved a deligfatftzJ 
discovery, gracious, tender, 
exceedingly well written for the 
strings. 

The free “pre-concert concert” 
at 6pm. which has been a 
Philharmonia bonus far some 
time now, featured two recent 
pieces by the American Michael 

Torke, The Telephone Book - an 
expansion of what began as The 
Yellow Pages - and Flint. 

The artistic director for this 
enterprising series, James 
MacMillan, is often too 
optimistic about how Intricate 
chamber music such as The 
Telephone Book will sound In an 
under-populated Festival Han. 
Flint, however, with its quartet 
of growling saxophones, pins 
two pianos, cello and bass, came 
across pungently. 

At the Barbican the next 
night, Kent Nagano led the 
London Symphony in a concert 
performance of Leonard 
Bernstein's Candide. That was 
rousing beyond the Intrinsic 
strength of the music, little of 
which suggests how good West 
Side Story, Bernstein's next 
musical, was going to be. 

We heard a rather full version 
of the much-revised score, 
delivered by a luxury cast Jerry 
Hadley in the name-part, June 
Anderson (who was delicious in 
“Glitter and Be Gay”, the 
stand-out number), Thomas 
Allen, Patricia Kentledge, 
Jacqueline Miura and John 
Daszak, with Nicholas Grace 
as an infernally bright 
Narrator. 

Everything was delivered with 
lusty punch, enough to make the 
music sound less eclectic and 
derivative than it actually is. 

(The ghosts of Sir Arthur 
Sullivan, Offenbach and all the 
Strausses pass through it, 
inviting invidious comparisons.) 

As a live show here, 
unburdened with scenery or plot 
details, it scored an overweening 
success, and we surrendered to it 
cheerfully. 


David Murray 



RNATIONAL 


Conducted by S. Welgle In a 
staging by Lehnhoff, with sets 
and costumes by Hoheisel; 
Dec 26 


Guide 


AMSTERDAM 


BOSTON 

EXHIBITION 

Museum of Fine Arts, Boston 
Tel: 1 -617-267 9300 
Monet in the 20th Century: more 
than 80 works painted by the 
artist to the last decades of his 
Ufa. beginning with paintings of 
the garden at Gh/emy; to Dec 27 


Tel: 49-69-21237 999 
www.hankfi1rt-business.de/e4xr 
Rigoietto: by Verdi. Conducted 
by Oiaf Henzoki and staged by 
Kurt Homes. With John Brdcheier 
and Bzbieta Szmytka: Dec 25, 
28,30 


Jane Eagien ts Brunnhilde; 
Dec 29 


mezzo-soprano Angelika 
Kjrchsch lager; Dec 31 


LONDON 


OPERA 

Nethertand* Opera, Het 
Muxtekthaater 

7Wr 37^20*55? 89T1 
The Queen of Spades: by 
Tchaikovsky. Conducted by 
Semyon Bychkov to a new . 
staging by Lev Dodto. which wffl 
travel to Florence andRome; 
Dec 23, 26. 29 


y* 4- 








BERLIN 

DANCE 

. . stwtfsoper wrier den Linden 
Ten: 49-30-2035 4555 
wwwMMtsoper-berlBiJxg 
v OerDflmon/JosephsUgende;. 
£ %*4sicby Htodemtth/R Strauss* 
Sets and costumes by Mtaheei 

UTHwelWStepben Brimson lawta. 

T vyithcho«ography.byM«k 
, Bakiwto. The conductor 
J is Sebastian Wetf* 

Dec 2S 


COLOGNE 

OPERA 

OperderStadt 

Tab 49-221-221 8240 - 

Die VfigeU first modem staging 
for Waiter Braunfels's opera. 
Premiered in 192a, it was banned 
by the Nads and largely 
forgotten untfi a recent recording. ■ 
This production Is conducted toy 
Bruno WeBI and staged by David 
Mouchtar-Samorai; Dec 28: 

Jan 2 


EXHIBITIONS 
British Museum 

Tel: 44-171-636 1555 
The Golden Sword: Stamford 
Raffles and the East. Display 
bringing together biographical 
material with objects collected by 
the self-taught scholar who is 
chiefly remembered as the 
founder of Singapore. Includes 
musical instruments, masks and 
shadow puppets collected by 
Raffles when he was Lieutenant 
Governor of Java (1811-16). and 
plant and animal drawings; to 
Apr 18 


MUNICH 

CONCERTS 
PhU ham n Hu e Gaafeig 
Teh 49-89-5481 8181 
Munch Philharmonic Orchestra: 
conducted by M3an Horvat in 
Beethoven's Symphony No. 9; 
Dec 30, 31 


DANCE 

PhUharmonie Gastelg 
Tet. 49-89-5481 8181 

• St Petersburg State Ballet to 
Nikita A Dolguschin's staging of 
The Nutcracker; Cart-Orff Seal; 
Dec 28 29 

• St Petersburg State Ballet in 
a new staging of Domroschen by 
Nikita A Dolguschin; 
Cari-Qrff-Saai; Dec 30 


EXHIBITION 

Metropolitan Museum of Art 
Te/: 1-212-879 5500 
www.metmuseum.org 
Louis Comfort Tiffany: 
celebrating the 150th anniversary 
of the artist’s birth, this 
exhibition, drawn from the 
museum's collection, includes 
leaded -glass windows and 
lamps, vases, furniture, enamels 
and Jewellery; to Jan 1 


that of a short-lived magazine 
published by Roman art dealer 
Mario Broglio, who managed 
such names as De Chirico, this 
show includes sculpture and 
paintings, mainly by Italian 
artists, but also including 
little-known works by 
Picasso, Klee and Grosz; to 
Jan 18 


New Year’s Day concert which 
marks two historic anniversaries: 
the 1 50th of the death of Johann 
Strauss the elder, and the 100th 
of the death of Johann Strauss 
the younger; Jan 1 


ROTTERDAM 


EDINBURGH 

EXHIBITION 

Soottish National Portrait 
finitely 

Tot 44-131-624 6200 
John Ruskto: exhibition exploring 
the influence of the Victorian 
ertde and theorist. Includes 
drawings, .wateieatoure and 
photographs; to Mar 7 


Royal Academy of Arts 
Tet 44-171-300 8000 
Picasso; Spufrtor and Painter to 
Clay. This first major exhfoition of 
Picasso's ceramics will include 
around 100 pieces, many of 
which have never before been 
exhibited. These are shown with 
some paintings and sculptures; 
to Jan 1 


OPERA 

PhSharmorae Gasteig 
Teh 49-89-5481 8181 
Bud^est Opera Gaia: with 
soloists from the Budapest 
Opera, Greeted by Miki6s 
Szinet&n Dec 25, 26 


OPERA 

Metropolitan Opera, Lincoln 
Center 

Tet 1-212-362 6000 
www.metopera.org 
Die Fledermaus: by J. Strauss. 
Revival conducted by Patrick 
Summers. Cast Includes Carol 
Vaness, Jochen Kowalski and Bo 
Skovhus; Dec 24, 28, 31; 

Jan 2 


EXHIBITION 

Kunsthal 

Tel: 31-10-440 0300 
Up to the bare bones: Human 
remains In museums. An 
estimated 100,000 human beings 
find their last resting place in 
Dutch museums, whether in the 
form of mummies, skulls or 
skeletons. This exhibition is the 
first to address this phenomenon 
directly, and presents exhibits 
from several collections; to Jan 
10 


OPERA 

Staatsoper 

Tel: 43-1-51444 2960 

• Errant by Verdi. Conducted 
by Seiji Ozawa in a new staging 
by Graham Vick; Dec 26, 30 

• Mefistofele: by Borto. 
Conducted by Fabio Luisi. Cast 
Includes Franco Farina, Michele 
Crider, and Kurt Rydl in the title 
role; Dec 25, 27 


TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 


NEW YORK 


MILAN 


-- .*■ - 


OPERA . j 
Stw^eoparimAer den Linden 
Tel: 49-30-2035 <556 

wwwjiaatsoperJxfSnJxg 

□v FrelechClr by Weber. 


FRANKFURT 

OPERA 

Opfr Frankfurt 


OPERA 
. La Scab 
Tet 39-02-88791 
Gfitteftiftoimaung: by Wagner. 
New staging. cfirected and . 
designed by Yannls Kokkos, and 
conducted by Riccarcio MutL 


CONCERTS 

Avery fisher Hall, Lincoln 
Center 

Tet 1-212-875 5030 ■ 
wwwJbjoohKenter.org 
New York Philharmonic: 
conducted by Kurt Masur in a 
New Year's Eve Gaia, with a 
programme including works by 
toe three Strausses. With 
sopranos Deborah Voigt and 
Noerrn Nadetman, and 


PRAGUE 

DANCE 

National Theatre of Prague 

Tel: 420-2-2108 0131 
wwwjsnetczfnd 

The Nutcracker by Tchaikovsky, 
in a staging by Russian 
choreographer Jurij Grigorovic, 
with sets and costumes 
by Stoion Virsaladze; 

Dec 27, 28 


SAN FRANCISCO 

CONCERTS 
Davies Symphony Hall 
Tel: 1-415-864 6000 
vyww.sfyymphorqr.org 
San Francisco Symphony 
Orchestra: conducted by Peter 
Guth In a Viennese gala concert, 
with soprano Izabeia Labuda; 
Dec 30, 31 


EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 


• CNN International 
Monday to Friday, GMT: 


0650: Moneyline with Lou Dobbs 
1030: Business Asa 
1SL30: World Business Today 
22.00: World Business Today 
Update 


ROME 

EXHIBITION 

Palazzo defle Esposizioni 

Teh. 39-06-474 5903 

Valori Pfastka: taking its title from 


VIENNA ‘ 

CONCERTS 

Musi kve rein 

Tel: 43-1-5058 6810 

Vienna Philharmonic Orchestra: 

conducted by Lorin Maazei In a 


# Busfaess/Marfcet Reports; 
05:07; 06:07; 07:07; 0820; 0920; 
1020; 1120; 1132; 1220; 1320; 
1420. 


At 08:20 Tanya Beckett of FTTV 
reports five from UFFE as the 
London market opens. 
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COMMENT & ANALYSIS 


./•lU 1 


ASIA 

Adventure playground for 
western bankers. Home of 
world-beating companies 
with the wrong form of cor- 
porate governance. Mission- 
aries from the International 
Monetary Fund (qv) are busy 
imposing Anglo-American 
gospel to promote mergers, 
acquisitions, downsizing etc, 
distracting firms (Tom mak- 
ing globally competitive 
products. Long-awaited 
Asian century will thus be 
delayed. 


A guide to market 
euphemisms 


furiously as ever under the 
supervision of crony credi- 
tors. 


In 1 998 emerging markets submerged, hedge Hinds crashed 
and Russia defaulted on its debts. Yet the language of global 
finance betrays no hint of the turbulence. John Plender 
provides a dictionary of financial new-speak 


MAHATHIR MOHAMAD 
Malaysian prime minister 
who, like George Soros, 
believes » capi- 
talism is dangerous. None- 
theless wants to lock up the 
great philanthropist. Has 
locked up deputy prime min- 
ister Anwar Ibrahim instead. 


BANKING CRISES 
What crises? Alan Green- 
span. the chairman of the US 
Federal Reserve, has abol- 
ished them. 


BLAC&SCHOLE5 
(Rhymes with black holes). 
Exotic mantra that absolves 
option traders from applying 
critical intelligence to their 
work. Otherwise, an option 
pricing model that facilitates 
lucrative volumes of turn- 
over for Wall Street and Lon- 
don. See also dynamic hedg- 
ing and Nobel Prize winners. 


known as “Asian values'*. 
Paradoxically prevalent on 
Wall Street (see LTCM) and 
in 10 Downing Street, 
although bribery is less 
explicit Can inflict crushing 
losses on investors outside 
the loop and reputational 
damage on naive politicians. 


tain real people, who live 
with savagely deflationary 
consequences of swings in 
capital flows that range up 
to 15 per cent of GDP. But 
it’s all their fault because of 
crony capitalism {qv). 


BUBBLE 

Killjoy term for the current 
bull market in equities 
which, as even* investment 
banker will tell you, are risk- 
free. It is anyway the patri- 
otic duty of Americans to 
keep buying, otherwise the 
US economy will grind to a 
halt. "Only coconuts go 
down as well as up” - Gold- 
man Sachs, 1998. 


DOLLAR 

The greatest brand name in 
global finance. Threatened 
with depreciation as a result 
of current account deficit 
heading for 4 per cent of US 
gross domestic product; also 
by arrival of the new Euro- 
pean currency, the euro (go). 
Or not. as the case may be. 
since this is a currency fore- 
cast and worth about as 
much as any other currency 
forecast 


EURO 

A virtual currency that 
comes into being In January 
without any notes or coins. 
To be administered by a cen- 
tral bank as secretive and 
unaccountable as a hedge 
fund. Big business wild 
about it 


stock lending, clearing fees 
and handy inside knowledge 
from these secretive institu- 
tions. Prone to charge outra- 
geous fees for providing 
leveraged access to rising 
markets. Meaning and deri- 
vation of name a total mys- 
tery. Redeeming feature: 
they get up the nose of 
Mahathir Mohamad (qv). 


MORAL WA7ATH0 
Economists’ jargon for great 
deals where hanfcs grab the 
profits while taxpayers pay 
for losses.- 


CONTAGION 

What happens when a dozen 
or so traders talk on the 
phone or the golf course 
about the next country to 
sell short. Global financial 
village provides ideal breed- 
ing conditions for this epi- 
demic phenomenon. As prof- 
itable for financiers as a 
plague for physicians. Makes 
nonsense of theory of portfo- 
lio diversification (qv). 


DYNAMIC HEDGING 
Wall Street’s answer to the 
philosophers' stone, whereby 
each and every change in 
security prices requires fund 
managers to trade fero- 
ciously in the derivatives 
markets for the benefit of 
investment bankers. 


GEORGE SOROS 
Not to be confused with 
Stanley Druckenmiller, who 
runs the Soros hedge fund. 
The real George Soros is a 
great philanthropist, who 
recently made headlines 
with his call for Mr Drucken- 
miller to be restrained before 
he sinks another emerging 
market economy. 


IMF 

Unfailing commitment to 
deflationist policy provides 
rare fixed point in a fast- 
moving fjriancii* 1 world. Con- 
venient butt for profligate 
governments and mega- 
phone economists. Legiti- 
mate target for all others. 


NOBEL PRIZE WINNERS 
Subtle marketing device 
deployed by hedge funds, 
notably LTCM whose hoard 
was adorned by Myron 
Scholes (Black- Scholes, go) 
and Robert Merton. Modern 
version of the yea-saying 
aristocratic directors of yore 
known as guinea pigs after 
the guineas they raked in. 


OSKAR LAFONTAINE 
Germany’s answer to 
Mahathir Mohamad. 


GLOBALISATION 
Ghastly cliche. Avert gaze 
and move on. 


MARKET 


EMERGING 
ECONOMIES 

Fair game for hedge funds 
and proprietary traders. Con- 


HEDGE FUNDS 
Engine of contagion; honey- 
pot for investment bankers, 
who derive profits from 
broking, money lending. 


INVESTMENT BANKS 
Hedge funds In disguise, 
which front for real hedge 
funds. They sport huge bal- 
ance sheets perched on a 
slender wedge of capital and 
produce volumes of research 
showing hedge funds are the 
safest investments known to 
man (apart from investment 
banks). Focus of intense bat- 
tle in which employees grab 
more and more profit at the 
expense of managers and 
shareholders. 


THE flBST EUL£ OF MAPiER- IS, WHEW 
teOf: UNDEESTAMb WHffT 900 DO, ITS 

-nme-ro get imo&shetw; an? 


IRRATIONAL 

EXUBERANCE 

Wall Street in sober mood. 


PORTFOLIO 
DIVERSIFICATION 
Theory which claims that 
investing abroad wifi either 
deliver a higher reward at 
the same degree of risk, or 
the same reward at a lower 
degree of risk. Has ccet US 
investors a fortune. Fund 
manager overheard at pen- 
sion fund trustee meeting: 
“You will be delighted to 
hear that our grotesque 
underperformance bean 
achieved at a much lower 
degree of risk than other- 
wise." . 


JAPAN 

Alas... 


CONVERGENCE 
Notion that most financial 
instruments In any hedge 
fund or bank portfolio will 
observe a rule of inexorable 
mutual attraction, so provid- 
ing convergence player with 
a free lunch. No empirical 
evidence to support this 
rule. Some claim that belief 
in convergence is closely 
correlated with bankruptcy 
and bail-outs. 


CRONY CAPITALISM 
Degenerate form of relation- 
ship banking, more politely 



LONGTERM 

For fuddy-duddies, next 
Wednesday. For all others, 

this afternoon. 




LONG-TERM CAPITAL 
MANAGEMENT 
Respected specialist in lever- 
aged levitation which man- 
ages the official reserves of 
the Bank of Italy. Also man- 
ages the personal savings of 
the beads of Merrill Lynch, 
Paine Webber and other 
securities firms. Presumed 
defunct in September but 
rose from the dead on the 
third day with a little help 
from the Fed. Now trading 


PROPRIETARY TRADING 
Convoluted name for punt- 
ing with insured deposits; a 
zero-sum game played by 
banks out of desperation. 
Can turn positive when bet- 
ting against central bank 
supporting unsustainable 
exchange rates. Govern- 
ments oddly unconcerned 
about tiie contingent liabil- 
ity on their public finances. 


SYSTEMIC RISK 
As fearsome as the big b»I 
wolf. The threat can now be 
posed by a single hedge 
fond. Great excuse for cen- 
tral bankers to open all 
available shnee gates. 


TOO BIG TO FAIL 
The modern definition of vir- 
tually any bank- 




Ml 


LETTERS TO THE EDITOR 


Pensions pressure likely 
European equity returns 


to keep 
buoyant 


From Mr Douglas Bruce. 

Sir, Martin Wolfs asser- 
tion (“The equity puzzle”, 
December 16} that investors 
“expect a continuation of the 
extraordinarily high returns 
of the past” applies predomi- 
nantly, as he writes, “in the 
all-important US equity mar- 


He is less specific about 
the incr easing ly significant 
continental European equity 
markets (and, by extension, 
many of the less advanced 
markets) whose level of capi- 
talisation 

ratios imply a less mature 


stage of development, with 
much potential for catching 
up. I would submit that the 
increasing demographic 
pressure for pension provi- 
sion to be financed privately 
underpins trend. 

It cannot be excluded, 
therefore, that, while . a 
retrenchment may come 
about at some stage in the 
levels of return (and possibly 
even of the fundamental 
prices) intbeUS equity mar- 
kets, other equity markets 
could well converge with 
them at some mid-point on 
the way up, as it were. This 


could still imply a very 
healthy projection of returns 
. - for the “maturing” equity 
markets - lasting well into 
the next century. 

fitdeed. for European and 
other non-US equity markets 
the question that is 
prompted by Mr Wolfs 
article is: "Convergence 
[with the USL correlation, or 
compromise?” 



nuu' 


Douglas Bruce, 
chartered accountant, 
Dfirnliweg 22, 

Cb-4125 Klehen, 
Switzerland 


Clear need to look at appointment process. 


Alfred 


From Mr 
Doll-Steinberg. 

Sir, In your report, "Red 
faces in UK after reversal of 
Pinochet ruling” (December 
IS), your correspondent 
writes "... Lord Hoffmann 
and Lord Steyn, both 
acknowledged advocates of 
human rights causes . .-. 
Clearly, therefore, whoever 
decided to appoint ttrem to 
the panel to hear the Pino- 
chet case must have done so 
in the full knowledge that 
Lord Hoffmann (and Lord 
Steyn) would be inclined 


to vote in the way he did. 

This really does Underline 
most forcefully the point you 
make in your leader, “Pino-, 
chefs Leads", in the same 
edition: “There is also a need 
for greater transparency in 
how judges are appointed.” 


Alfred DoD-Stolnberg, 
18 Holly Walk, 
Loudon NW3 6RA. UK 


Times in its stable in case 
the Bolsheviks take power in 
Britain, and The Economist 
in case Augusto Pinochet 
takes power. 1 
Now that the latter is hors 
die combat I wonder how I 
should' explain the differ- 
ences between your respec- 
tive editorial policies. ' 


From Mr J. Toporowsfa. 

. Sir, I used to explain to my 
students that the Pearson 
group keeps the Financial 


J.ToporowsJti, 
reader in economics. 
South Bank University, 
Southwark Campus, 

103 Borough Road, 
London SEl OAA, UK 


UK unlikely to have euro transition period 


From Mr Rory Confer. - 
Sir, Kevin Brown states 
that the UK would have a 
25-month transition period 
following the UK joining 
European economic and 
monetary union (“UK switch 
into Rmn might take only 
eight months”, December 
16). But this fa misleading. 
Ass uming the UK joins after 
January 1 2002, the new cur- 
rency will already be on the 
streets in the euro-zone. This 
contrasts with first-wave 
countries which have a gen- 
uine transition period before 
the cash itself is introduced. 


It is conceivable that if the 
UK were to negotiate an 
entry date of, for example, 
January 1 2003, the concept 
of a transition period for the. 
UK would become irrelevant. 
This is because, with the UK 
“in" the cat would inevita- 
bly leak across the Channel - 
(and cross the border freon 
Ireland) and the pressure on 
retailers to adopt the euro 
could prove irresistible 
In fact, those consumer- 
orientated businesses that 
might be foaling secure. ft 
the thought of two years of 
grace before having to con- 


vert their systems might be 
in for a shock. 

And, with business-fo- ■ 
business companies likely to 
find themselves wring - the 
euro from the moment of . 
joining, no UK business can j, 
count on a secure period o(Js_ 
grace between the UK join-.*?; 
ing Emu «ni) the arrival 
hard euro cash. 


Rory Colfer, 

Rum milt, 

KPMG Consulting; 

PO Box 730, 

20 Faningdon Street, 
London EC4A 4PP, UK 


Number One Southwark Bridge,; London SEl 9HL 


Wa are Man to mange lottos hra matte* malcMda. Lottos may be femd ta+44 171^73 5838 M fat to ■*ie%ejnofc 
iMerfcfldtaOLcom FVbfehod tetters am afco wato b to on Die FT wsbsfea, httpy/Www-FT.oom TtgnsteUon may be matobto for 
fetes wrtian b> lha mten hamaficnoi Itepagm F« *M T71-873 5S3ft Latere otnJd be typea ami nor Jwxi wrtten. 



EXPERT PROFESSIONAL SERVICE AND ADVICE FROM CYPRUS 



When you need the very best professional advice, tom to Cyprus. We’re perfectly 
placed to provide you with highly skilled services based ofl the latest technology. 
The quality of our professional^' m?kes us world class. In fact, Cyprus is one of the 
world s top four countries for the number of graduates per head of population. 

Served by 33 scheduled airlines, we’re easily reached from Europe, the Middle East 
of North Africa, anti we can talk directly to 98% of die telephones in the world. 
We speak not only Greek and English, but many other languages. Above all, we speak the language of 
your business. And we re ready to help you make it more efficient and more profitable. 

You can consult our experts personally, or by mail or fax. Our professionals will come to your country 
but, better stiU. why not come to Cyprus? It’s a beaurifiil place to visit. 


TilF. CENTRE 
OF EXCELLENCE 


Contact as now for more information. 


MINISTRY OF COMMERCE, INDUSTRY AND TOURISM, 1421 NICOSIA, CY-CYPRUS. 
FAXs 00357-2 375120, Email: mcitrade@cytanet.com.cY 



The prospect of elections in Israel highlights the fragmentation of Israeli domestic 
politics and the danger this causes to the peace process, says Judy Dempsey . 1 


ffooinc f\ 


.11, 

i 


( i 


.11. 


T he fall of Benj amin 
Netanyahu’s right- 
wing coalition has 
plunged Israel into 
political turmoil and frozen 
the Middle-Eastern peace 
process. • 

Both main parties - Mr 
Netanyahu’s Likud and toe 
opposition Labour party - 
are divided. Both are wit- 
nessing leadership chal- 
lenges. Both could be threat- 
ened by the creation, of a 
new centre party. 

And until Israel’s internal 
politics settles down, rela- 
tions with the Palestinians 
will be unpredictable and 
the peace process will go 
nowhere. Last Sunday, the 
outgoing. government 
suspended the implemention 
of the Wye accord signed 
with Yasslr Arafat, president 
of the Palestinian Authority, 
two months ago. Already 
under pressure to declare 

the unilat eral establishment 
of a Palestinian state, Mr 
Arafat is finding it increas- 
ingly difficult to keep Pales- 
tinian frustration from 
erupting into .violent pro- 
tests. 

Sbaul Mofaz, Israel’s chief 
of staff, yesterday warned 
there was "potential for a 
rise in riots, and as long as 
the Wye agreement is frozen 
it will be difficult for the Pal- 
estinian Authority to act 
against them". 

In the coming days, how- 
ever, the spotlight will not 
be on tiie Palestinians but 
on the election, and on 
Israel's domestic politics. 
That is as it should be: with- 
out political stability In 
Israel there can be no settle- 
ment with the Palestinians. 

Of the main parties, Mr 
Netanyahu's looks in the 
worst state. Likud is implod- ’ 
tag. Several members are 
challenging Mr Netanayahu 
for the leadership, or are 



Under stage; them are several chaHenpers for Netanyahu's fob 


member who resigned as sci- 
ence minister last year after 
. opposing Mr Netanyahu's 
decision to hand over part of 
the West Bank city of 
Hebron to Palestinian con- 
trol, stud he was setting up 
his own party. 

Thus, Mr Netanyahu is 
being vilified, challenged: 
and besieged from all sides, 
pragmatists and hardliners 
alike. How did Likud reach 
this state and will it recover 
in time for the elections? 

Mr Netanyahu supplies 
the answer to both ques- 
tions. Several ministers said 
they could not work with 
him because they did' sot 
koow Where they stood with 


Netanyahu had become too 
dependent on the nationalist 
and religions parties who 
hold the balance of power in 
his government Dining his 
22 months in office, they say 

he has shifted increasingly 
to the right and extended 
privileges to religious parties 
by increasing expenditure in 
Jewish settlements In the 
West Bank and in religious 
schools. 

The more he moved to the 
right, the more he alienated 
the moderate, secular wing 
of Likud, exacerbating 
already deeply held suspi- 
cions between secular and 
Ultra-Orthodox Jews. 

Israelis have never denied 


Mr Netanyahu is being vilified, 
challenged and besieged from all 
sides, pragmatists and hardliners 
alike. WiH Ukud recover? 


quitting the party. 

Limor Lfvnat, communica- 
tions minister, who said she 
was fed up of being told to 
"shut up" by Mr Netanyahu, 
wants to run against him. So 
does his old rival, Ehud 
Olmert, mayor of Jerusalem. 
Das. Meridor, who resigned 
as finance minister last year 
because of economic policy 
differences, yesterday said " 
he was leaving Ukud to 
challenge Mr Netanyahu for 
the pnataerehip, probably in 
a new cen tre -party. Bexmy- 
Begin, a hardline Likud 


him, either on the peace pro- 
cess or on domestic frames 
"Nobody can believe him. 
Not his enemies. Not his 
friends,” Mr Meridor said 
yesterday. 

Other TilnifT officiate 
Mr Netanyahu was out of 
touch with a party whose 
pragmatists— led by Yitzhak 
Mordechat, defence minister, 
and Heir Sheetrit, parlia- 
mentary faction leader - 
have accepted the principle 
of a Palestinian state. Mr 
Netanyahu has refused to do 
so. . 

The ’ consensus among 
Likud deputies is that Mr 


the existence of the c onflic t 
between the two Jewish 
communities. However, most 
have believed tt should be 
tackled once the conflict 
with the Palestinians was 
resolved. Ehud Barak 
Labour party leader, thinks 
differently. He has put the 
internal divisions high on 
his election campaign 
agenda- In Ms speech to t he 
Knesset on Monday night, he 
called for "one farad”, accus- 
ing Mr Netanyahu of pander- 

tag to extremists. 

But like Mr Netanyahu 
Mr Barak is saddled with a 
dhdded Party. Labour is stffl 


not convinced he fa the right 
■ man to lead it to victory. 
This explains why some of 
his followers could defect to 
a new centre party led by 
Amnon Lipkta-Sbahak. for- 
mer chief of staff. Rota Milo, 
former mayor of Tel Aviv 
and Mr Meridor. All three 
hope to win over Likud and 
Labour supporters in a bid 
to' form a government free of 
the religious and nationalist 
parties - and committed to 
making peace with the Pal- 
estinians. 

It is not certain the centre 
party will succeed as Mr 
Netanyahu starts oiling bis 
election machine. “Don’t 
write off Bibi [Mr Netan- 
yahu's nickname],” warned 
one of his confidants. 

He is right Mr Netanyahu 
Is best before the micro- 
phone and crowds. His sup- 
port is on the streets, in the 
market place, among the 
grassroots of Likud which he 
has controlled since becom- 
ing Likud leader in 1993. No 
Likud contender match 
his charisma. Above all, he 
is certain to tap deep-seated 
tears held by many Israelis 
towards the Palestinians, 
which fa what he did during 
the 1996 campaign. 

The other drawback to the 
centre party’s ambitions to 
form a government fa that 
the electoral system is 
aga ins t it. The prime minis- 
ter in Israel is directly 
elected. Representatives to 
the Knesset are chosen sepa- 
rately, and a party raw gain 
seats with as little as LS per 
cent of the votes cast This 
explains the ever-increasing 
political fragmentation as 
much as any prime minis- 
ter's dependence bn small 
factional parties for 
survival 

Israel's voting system 
always been a problem 
because it makes it hard for 
anyone to get a clear major : 
ity in the Knesset That 
problem is exacerbated when 
two big problems - relations 
with the Palestinians and 
relations between religious 
and secular Jews are press- 
tog on the country simulta- 
neously. After Mr Netan- 
yahu’s fan. it Will requfre a 
miracle for any party to 
form a stable government 
that can both speed up the 
peace process and prevent 
brae} from sliding towards 
greater conflict between' tiff- 
feren t sorts of Jews. 
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New diplomacy 
for Iraq 


t 


After the straightforward part of 
dealing a blow to Iraq - the 70- 
bow bombing campaign by the 
US and Britain - comes the com- 
plex business of reforging an 
international diplomatic consen- 
sus on how to contain Saddam 
Hussein for the future. 

Negotiations in the United 
Nations Security Council could 
take weeks. The bombing has 
deepened the division that 
already existed between its mem- 
bers over the sanctions- 
inspection regimes. But if the 
strikes have done all the military 
J ?e that US and British gen- 
claim, then perhaps it is 
tie to use the three-day war 
las the occasion to create a new 
strategy directed more at pre- 
venting future threats from Mr 
Saddam than picking over what 
weapons he might have had in 
the past 

The UN intended trade sanc- 
tions and weapons inspection to 
go together as a sort of carrot- 
and-stick operation. The idea was 
that once the Unseam Inspectors 
ffnfriieri their intrusive searches 
and pronounced Iraq clean of 
mass destruction weaponry, sanc- 
tions would be lifted, leaving the 
country subject only to long-term 
monitoring. Unacom inspection 
was therefore the key to any 
change for the better. But now 
the two main protagonists - Iraq 
and the US - have thrown away 
the key. Baghdad says the bomb- 
ing has killed any chance of it 



readmitting Unseam and even if 
it did, the US now so distrusts Mr 
Saddam that it would probably 
not countenance a return of 
Unscom. 

Other Security Council TTHy iV 
hers’ positions lie in between 
these extremes. Russia and 
support a lifting of sanctions but 
evidently still see a role for 
Unscom because they are push- 
ing for Richard Butler to be 
replaced as its h^rt Britain is 
ambivalent Tony Blair raite for 
Mr Saddam's downfall but his 
ministers also talk of rejigging 
inspection procedures and giving 
Iraq more flexibility in gpTHng qq 
for food. 

As for France, it contends Mr 
Saddam is not now, after the lat- 
est bo mbing , a military to 

his neighbours but could always 
become so again, go, they argue, 
stop using Unscom to nitpick 
over Iraq’s past weapons efforts 
and focus it on preventing Iraq 
from acquiring new weapons. 
Iraq might accept this, they 
claim, if sanctions were also 
relaxed. In the nuclear area, too, 
they point to the US abffity to 
track Iraqi developments from 
outside. 

Whatever the fate of these 
French ideas, the time for a new 
approach to Iraq has come. It trill 
have to rely more on external 
deterrence, less on intrusive 

inspection and more ftmaghtat loin 

in the operation of sanctions to 
help ordinary suffering Iraqis. 


Wooing Delhi 


Yevgeny Primakov, the Russian 
prime minister, is a shrewd inter- 
national operator with a strong 
sense of what is strategically 
important in foreign affairs. His 
latest trip to India, in which he 
sought to reinforce the extraordi- 
narily close traditional ties 
between Moscow and New Delhi, 
underlines that point. Represent- 
ing Boris Yeltsin, the afltog presi- 
dent, Mr Primakov is the first 
leader of a permanent member of 
the United Nations Security' 
Council to visit India since that 
country conducted a series of 
nuclear tests in May. The sym- 
“ otism matters. 

The two governments seem 
, ctermined to revive their rela- 
donship although their trade has 
collapsed as a result of Russia's 
prolonged economic crisis. India 
r emains dependent an Russia for 
much of its military hardware 
and training, all the more so 
because of US sanctions after the 
N-tests. Hence the signing of a 
10-year military co-operation 
pad; which suits them both. 

The prospects of boosting 
two-way trade are less r e a lis t ic . 
Although the Russian premier 
suggested yesterday that India 
should be exporting electronic 
and engineering products to 
Moscow, and not just tea. tobacco 
and textiles, Indian exporters are 
rightly sceptical about the 
dunces of being paid promptly. 

Mr Primakov also seemed off 
the mark in floating the idea of a 


“strategic triangle" comprising 
Russia, India wnft rhtna, in order 
to counterbalance US power on 
the world stage. Beijing and New 
Delhi regard each other with 
great suspicion and India cited 
the perceived security threat 
than China as a major factor in 
seeking to force its way into the 
nudear weapons dub. 

Perhaps Mr Primakov's 
thoughts were more a frustrated 
expression of Russia’s own 
f UCreaffag mur gfhaHBation 
a serious foreign policy proposal. 
Bid his example in treating India 
as an important strategic player 
In Asia - including in energy- 
rich central Asia, his own former 
backyard - is one that should be 
noted in the US and Europe. 

For far too long, the US-India 
relationship has been given low 
priority in Washington, much to 
the irritation and frustration of 
New Delhi. That was another foe- 
tor which prompted the N-tests. 
Since then the two sides have 
conducted secretive bilateral 
ta lks to defuse their differences. 
Little apparent progress has been 
made, although the very exis- 
tence of such talks is positive. 

It hi important that the US does 
not focus too much on its rela- 
tionship with China, the pur- 
ported future superpower of Asia, 
to the exclusion of other players 
like India and Russia. The world 
would be decidedly less stable if 
they were to form an alliance of 
frustrated outsiders. 




Labour’s loan 


story of P«er Mandefeon's 
VF 070.000 loan from Geoffrey JJnb- 
in«w seems to be one of political 
mlsjudgmcnt rather than of 
finan cial wrongdoing. Yet it is 
Btw damaging for a government 
which pledged a decisive break 
with what it so often character- 
ised as Ttayaloatt. 

In the trade and industry secre- 
tary's defence, both men were in 
opposition when he borrowed the 
money to the purchase of 

a new London house. Mr R obin- 
son's own business interests were 
not then at issue and there te 
nrrfMny Jq the ride* to S#y rich 
politicians should net help out 
their Iks fortunate c h u rns * And 
when in September bis deport- 
ment began an inquiry info Mr 
Robinson's past financial affairs. 
Mr Mandetaa took the «Wce<rf 
m» officials and disqualified him- 
self from any rote. .. ■ . - 

For all this,- Mr ttandtlson, 
above most poli t i ci an s , might 
have appreciated the importance 
of the appearance as well as the 
(act of financial propriety, to «*- 

aspect, accepting tom tws 

• a wise. Thai decision made. Mr 
^andelson should have Informed 
_ Tony Blair Immediately. Be 
**• should, have declared It to ti» 
cabinet secretary when aPPpbdad 
to Mr Blair's government and, 
shows all, told Ws own affidajaat 
the DTT when they began invastt- 
sating Mr Rchtosoa- 
Scrupulous regard for transpar- 
ency would have qaeUsd any m 
that Mr Mandwson wfes- 
oaduly todsbted to .Mr Robinson. 


It would also have avoided any 
entanglement with the 


I 


HjrUMiafct* 

The word from 10 Downing 
Street is that the cabinet secre- 
tary's inquiries have drown that 
Mr Mandelson did not break any 
ministerial rates and he r et ai ns 
the prime minister's full confi- 
dence. We might imagine 1 , 
though, that Mr Bhdr is less than 
pleased. And Mr Mandelson's 
own defence of his position 
should indude an assurance that 

the house purchase was straight- 
forward in all other respects. 

This episode also raises two 
other issues about Mr Blair’s 
administration. The first is 
whether Mr Robinson, whose 
ministerial effectiveness has 
already been hobbled by the 
question marks over his business 
affoirs. should now resign. 

The second concerns the wide- 
spread assumption that the stony 

trf the loan was leaked by aflies of 

Gordon Brown, the chancellor, to 
a deliberate move to damage Mr 
Mandelson. That allegation may 
wall be totally unfounded but its 
very currency in Whitehall 
attests to the poisoned personal 
relationships in Mr Blair's; jabj- 
net Such antagonisms, evident 

recently in the debate over the 
fhtureof Ihe Post Office, are cm* 

. roaive of good government So te 
$he appearance of financial 
impropriety. Mr Blair might 
rearindhfe ministers of a «maik 
he mud** immediately after the 
election. They are the people s 
servants, hot their masters. 


Cauldron bubble 


T he global economy got 
through 1996 without a 
recession thanks to two 
offsetting mistakes: an 
excessively expansionary US phi- 
icy was balanced by excessive 
contraction in Japan other 
parts of Asia. In normal time*, 
the US expansion would have 
been much too inflationary. As it 
was, the impact was cancelled 
out by unexpectedly severe con- 
traction in Asia, and strong US 
growth helped support Aslan 
exports. Only an optimist would 
expect . another such miracle in 

1333. 

In its December Economic Out- 
look, the Organisation for Eco- 
nomic Co-operation and Develop- 
ment estimated growth in US 
Anal domestic demand at 5 per 
cent this year, up from 35 per 
cent in 1997. The US private sec-, 
tar accounts for a fifth of global 
demand. Its enthusiastic spend- 
ing has done far more than any- 
thing else to keep the world econ- 
omy moving. 

According to the International 
Monetary Fund's interim Weald 
Economic Outlook, out this week. 


The world survived market toil and trouble in 1998. But 
bevvare, says Martin Wolf, the dangers are not past 


the US current account deficit 
will deteriorate by |76bn between 
1997 and 1998. This is almost two- 
thirds of the total improvement 
in the Asian newly indus trialise d 
economies ($53bn). Asian devel- 
oping countries ($33bn) and 
Japan ($34bn). 

- Blessed then are the spend- 
thrift far they will save the earth. 
Yet this was a happy blunder. It 
was not what the US Federal 
Reserve could have intended. If 
the Aslan crisis and Japanese 
recession had not put downward 
pressure on prices, the surge in 
US demand would have been for 



more Inflationary than it was. 
But, as luck would have it, it was 
perfectly timed. 

While US domestic rtftmanrt hag 
exploded, Japan’s has shrunk 35 
per cent Japanese private con- 
sumption has fallen L8 per cent, 
while private residential invest- 
ment has shrunk 185 per cent 
and non-residential gross fixed 
investment has dwindled 9.6 per 
cent. If it were not for the 
improvement in Japan’s net 
exports, equivalent to 0.7 per cent 
of GDP, total output would have 
fallen still more than the esti- 
mated 2.6 per cent The US and 
Japan have, in short been mirror 
images. In the former the bubbl- 
ing stock market has encouraged 
the private sector to unprece- 
dented net dissaving. In the lat- 
ter, the opposite has happened. 

The Asian collapse looks simi- 
lar to Japan's, but more extreme. 
Between 1996 and 1996 the shift 
toward surplus in the current 
accounts of the five most afflicted 
economies has been Sllfibn, equal 
to 3^-per cent of precriste GW*. 
The fan in domestic demand has 
heat still more dramatic than in 
output, though the latter has 
been startling enough: in the 
year to the third quarter of 1998, 
real GDP shrank 17 per cent in 
Ind on e si a, 11 per cent In Tbai- 
lawkfl per cent in Malaysia and 7 
per Sent in Hong Kong and South 


World output 
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The difference between Japan 
and toe rest of Asia is that the 
latter had no choice, while 
Japan's ills were home-grown. 
The world’s largest creditor 
nation should not suffer coDaps- 
lng faffing prices «nri a 

banking industry with non-per- 


forming loans unofficially esti- 
mated at 80 per cent of GDP. It is 
the worst piece of macro-eco- 
nomic ^fanwimgMnMit since th e 
great depression. 

Asia (outside Japan) is, in con- 
trast. a victim of the herd behav- 
iour of international Investors: 
excluding- foreign direct invest- 
ment, net private flows to devel- 
oping countries moved from phis 


$94bn in 1996, to minus $27 bn in 
1997 and minus $58bn in 1996. 
After Russia’s August default, 
flows dried up. 

As for Europe, it is a 
bystander. The economies of the 
euro-zone grew 25 per cent this 
year, according to the IMF, with 
an almost unchanged current 
account surplus (estimated by 
the IMF at $112bn in 1997 and 
fUBbn In 1996). These countries 
have, by and large, aimed at bal- 
anced growth - and achieved it 

- This then has been the pattern 
of 1998: partially offsetting and 
growing macro-economic imbal- 
ances between the US, on the one 
hand, and Asia (including Japan), 
on the other; balanced, if modest, 
growth in the EU; and with- 
drawal of loans from emerging 
market economies, accelerated by 
the Russian default. 

The overall outcome has been 
world economic growth at 25 per 
cent, roughly half the rate of 1996 
and 1997. The US and the EU 
have been growing fairly rapidly, 
but Japan has been in recession 
and developing countries as a 
whole managed growth of only 
25 per cent, much the worst per- 
formance of the 1990s. The sharp- 
est deterioration has been in 
developing Asia, incl uding China 

- where growth is expected to 
fall from 65 per cent in 1997 to 
25 per cent in 1996 - and the 
western hemisphere - down from 
5J per cent to 25 per cent. 


Given market turmoil, the dis- 
appearance of funds from emerg- 
ing markets and the recession in 
Japan, 1998 was not as bad as it 
might have been. It was still bad. 
During the two months immedi- 
ately after the Russian default, 
the world economy looked horri- 
fyingly fragile. 

Fortunately, the cavalry 
arrived: central banks in the US, 
Canada, the UK ami the euro- 
zone eased monetary policy; 


We needed a good 
deal of luck to 
struggle through 
1998. We will need 
just as much in 1999 


Japan announced new measures 
to address banking sector diffi- 
culties and stimulate demand: 
Brazil promised fiscal tightening, 
and received substantial support 
from the IMF and the interna- 
tional community; the Aslan cri- 
sis countries began to stabilise, 
though at a low level of economic 
activity; and additional resources 
were made available to the IMF. 

Thus the world leaves 1998 
behind with relief - and many 
hope that the worst may now be 
behind it. This is almost cer- 


tainly too optimistic: 1998 
bequeaths big risks and unsus- 
tainable imhalanras to 1999. 

Even the IMF cannot be 
accused of excessive optimism, 
with global growth forecast at a 
mere 25 per emit for a second 
year. The Japanese economy is 
forecast to shrink yet again; US 
growth to halve, to 15 per cent; 
and even the euro-zone to 
achieve only 2.4 per bent The 
recovery in emerging markets is 
forecast to be slow, with growth 
in the western hemisphere fatong 
to 15 per cent and Asia’s growth 
rising only to 45 per cent Or the 
five most affected Aslan econo- 
mies, only Thailand is expected 
to show growth, at 1 per cent, 
next year. 

As the IMF also notes, “the bal- 
ance of risks remains on the 
downside”. It stresses five: 
another collapse in western stock 
markets; a still deeper decline In 
the Japanese economy; instabil- 
ity among the three big curren- 
cies; continued drought in pri- 
vate financing of emerging 
market economies; and protec- 
tionism. But behind these lies a 
single, disturbing truth: the posi- 
tions of both the US and Japan 
look un s us tainable. 

In the US, the motor of the 
private sector is the stock mar- 
ket, which is more highly valued 
than at any time since 1926. The 
high value of equities has driven 
private spending, which, in turn. 


11 


has expanded the external deficit. 
Behind the stock market, how- 
ever, te strong monetary growth, 
with annual growth at » per 
cent in November. History may 
even call this era the Greenspan 
bubble. 

This looks triply unsustainable: 

the stock market will not remain 
at historically unprecedented val- 
uations indefinitely, the private 
sector cannot be a vast net dis- 
sever forever, and the US will not 
run a very large trade deficit per- 
manently. Merely to stabilise the 
current account deficit the trade 
deficit must move towards bal- 
ance, to offset the deterioration 
In net investment income. 

Japan's economic position 
looks as unsustainable as that of 
the US, but in a different way. As 
is argued in a frightening report 
from the Japan Center for Eco- 
nomic Research, Japanese busi- 
ness has invested far too much, 
given the growth in demand.* 
The rational course is to slash 
investment, as it did in 1996. But. 
argues the report, without strong 
recovery in domestic demand, 
there remains far more capital 
than the country needs. 

Under plausible assumptions, 
argues the JCER, private invest- 
ment in plant and equipment will 
fan at an average annual rate of 
almost 7 per cent until 2003 and 
its share in GDP will fall from 
15.6 per cent in 1997 to 10.6 per 
cent and the economy will, as a 
result, shrink at an average rate 
of 0.7 per cent a year. Only a 
successful offsetting fiscal and 
monetary stimulus could bait 
such a collapse. With Japan's 
general government fiscal deficit 
forecast at 85 per cent next year 
and the market in Japanese gov- 
ernment bonds weakening, this is 
simply not going to happen. 

In addition to these fundamen- 
tal risks in the US and Japan, the 
Brazil programme may also foil. 
l parting to uncontrolled devalua- 
tion and yet another disruption 
of capital flows to emerging mar- 
kets. AH these possible develop- 
ments are likely to cause cur- 
rency turmoil, with the yen and 
the dollar probably foiling 
against the euro, possibly 
sharply. Such developments are 
likely to cause protectionism, 
particularly in the US and the 
European Union. 

What might all this mean? 
According to the worse of two 
IMF scenarios, growth in world 
output could be 15 percentage 
points lower in the first year 
t han otherwise and 0.7 percent- 
age points lower in the second, 
before recovery begins. It is quite 
easy to imagine for worse out- 
comes. What happens will 
depend heavily on the the new 
European Central Bank, in 
charge of the one big economic 
area that is not exposed to severe 
internal or external Imbalances. 

As the witches told Macbeth. 
"Double, double toil and trouble; 
Fire burn and cauldron bubble.” 
The market has been bubbling - 
and has also caused a great deal 
of trouble. But 1998 could have 
been still worse if the US had not 
bubbled as much as it did. Opti- 
mists now predict global recov- 
ery. But pessimists can easily see 
why things could become worse: 
neither US private dissaving, nor 
Japanese private investment 
looks sustainable; emerging mar- 
ket economies remain vulnera- 
ble; and stock markets are as 
irrationally exuberant as ever. 
The world needed a good deal of 
luck to straggle through 1996. It 
will need just as much in 1999. 


* Mid-Term Forecast, of Japanese 
Economy: FY 1998-2003, http: I ( 
uovnojeer. orjplengfeco-forlmedi- 
unUitm. 
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ODD JOBS THE CLONER 


Animal pharm 


David PDRng meets a man who invents new beasts and Herman, the world’s first transgenic bull 


F rans de Loos works 
down on the pharm. 
Like other farmers in 
the picturesque Dutch 
village of Polsbroek. he breeds 
dairy cattle. Like them, he pulls 
on his boots mast mornings and 
slrwthaw around the cowsheds to 
inspect his herd. like them too, 
it is the quality of their milk that 
' i his ultimate concern. 

But in most other respects, 
pharming with a “ph" - not to 
mention a PhD - could hardly 
differ more from farming with a 
plain cM “T. For Mr de Loos, a 
small, bespectacled man in a 
tweed jacket, te senior s c ien tist 
Pharming. a Dutch company 


at 


that uses the techniques of dom- 


ing 


„ and genetic engineering to 
‘‘generate” cattle with human 
traits. 

The idea, which also lay behind 
Dolly, the cloned sheep, is to use 
lftfjfc n tin g animals as factories for 
human proteins. Some of Mr de 
Loos’s cows, for example, have 
been genetically engineered to 
produce human lactoferrba, a nat- 
ural antib iotic produced fry moth- 
ers to protect their infants from 
infection. Phanuing hopes to pro- 
dnoe lactoferrin on a commercial 
scale in the milk of modified 
cows: Among those who might 
benefit from the natural antibi- 
otic are fiqnp ** r sufferers, whose 
immune systems may be weak 
after chemotherapy. 



Mr de Loos works at Pharm- 
tog’s laboratory creating trans- 
genic animals - mainly cows, but 
also rabbits - by mixing the eggs 
and sperm of an animal and 
human genes. The embryos are 

■implantPri into Km-mgalp animals 

that have been hormonally 
“tricked" into believing they are 
pregnant, to S per cent of cases, 
the resulting creature will be 
transgenic, if the human gene 
has been integrated into the ani- 
mal's genetic- make-up. 

Inventing new . beasts fs not 
exactly what Mr de Loos had to 
mind when he set out to train as 
a biology teacher- But hte course 


work led him inexorably towards 
independent research and a doc- 
torate. 

After a stint at teaching, Mr de 
Loos accepted a job at Pharming 
'in 1994, when toe company was a 
little-known biotechnology 
start-up. “I wanted to pick a field 
that would last a lifetime," be 
recalls. "Creating transgenic ani- 
mals was perfect because it was 
just evolving.” 

Like Mr de Loos, 29-year-old 
Marije de Vos found herself 
working to a controversial comer 
of science almost by accident. 
She had known from an early age 
that' she wanted to work with 


cows and horses. “I started milk- 
ing cows when I was 12,” she 
says. 

After graduating from agricul- 
tural college to Gouda, she found 
her dream job as a milkmaid on a 
small, traditional farm to Pols- 
broek. 

When the farm was rented out 
to a group of scientists bent on 
creating transgenic animals, she 
did not know what to think. 
"When you see a poster [protest- 
ing against] genetic manipula- 
tion, you see a cow with a human 
head on it You get the wrong 
idea. I was afraid too," she 
recalls. 

But after six years with Ptbarm- 
ing, her opinions have changed. 
“I'm not really interested to the 
technical side,” she says. "But I 
can see the animals don’t suf- 
fer. . .They put an extra gene to. 
that’s all I know. If we can help 
people, 1 don't see anything 
wrong with it" 

Her work is much the same, 
except she has to wear protective 
overalls and shp no longer milks 
the cows. Her main task is to 
look after Herman, the world's 
first transgenic bull and some- 
what of a celebrity to Holland. 

Nevertheless, Ms de Vos still 
harbours some doubts about 
genetic engineering. "I have 
some questions about bow for we 
can go. If you can do it with 
animals then you do it with 


people - and that makes me a bit 
afraid.” she confides. 

The Dutch government shares 
her concerns. It has refused 
Pharming permission to move to 
the next stage of transgenic engi- 
neering: making animals through 
the nuclear t ransfer techniques 
that are the foundation of don- 


tog. 


Mr De Loos wants to use 
nuclear transfer - in which cells 
from transgenic embryos are 
fused with an egg from which the 
nucleus has been removed - as a 
cheaper and more surefire 
method of producing animals 
with identical characteristics. 

But Dutch authorities have 
said no. So Pharming - which 
this year became a quoted com- 
pany - has decided to move its 
animal-rearing activities next 
year to Finland, Belgium and the 
US. 

Mr De Loos believes the Dutch 
government is being short- 
sighted because Phar min g has 
vowed never to clone h umans 
"You should ensure that the ben- 
efits of [new technologies] are not 
thrown away because of the fear 
of malpractice,” he says. 

As for-Ms De Vos, toe has no 
idea what the future holds. She 
may continue looking after Her- 
man, who is staying to Uofftuiri, 
or she may go back to working 
on a traditional form - with note 
transgenic animal to sight 
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Banana drama 


U is always difficult to separate rhetoric 
from reality in politically charged trade 
skirmishes. Bat wielding bananas as 
their props, the US and the European 
Union seem to be slipping into a genu- 
inely serious dispute - and one where 
rather more is at stake than a few tonnes 
of yellow fruit. 

First, this spat puts renewed pressure 
on the bilateral US/EU relationship, 
which had been slowly improving follow- 
ing the clash over the US's Helms-Burton 
legislation last year. But recent com- 
ments by senior American politicians, 
including Vice President A1 Gore, make 
it clear that they are worried about pro- 
tectionist tendencies within the new 
euro-zone and are ready to respond in 
kind. The US also feels that its economy 
is shouldering the costs of keeping the 
world economy humming and that 
Europe is not playing its pari. 

Second, the banana dispute threatens 
to undermine the World Rude Organisa- 
tion. Hie WTO is the closest the world 
has to a global economic court and its 
binding arbitration procedures were 
hailed as a great improvement on the 
procedures under the General Agreement 
on Tariffs and Trade, which it super- 
seded in 1995. But this wrangle has 
exposed its rulings as vague and open to 
different interpretations, and its Inner 
workings as horribly complicated. More 
worrying has been the calculated willing- 
ness of the EU and the US, the WTO’s 
biggest members, to try to subvert or 
ignore its attempts at a settlement 

There is a further complication. Given 
President Bill Clinton's problems, there 
is no one with the over-arching authority 
to bang heads together and force a com- 
promise. And even if the banana spat is 
settled, problems on steel and hormone- 
treated beef are looming dose hehind 
While sanctions and trade barriers are in 
nobody's long-term interest, the danger 
with this game of brinkmanship is that 
neither side blinks in time. 

General Electric Company 

Prepare for the dismemberment of 
Britain's General Electric Company. 
Taken to its logical conclusion, a 
break-up would result from the UR con- 
glomerate’s decision to demerge its 
defence business from its telecommuni- 
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cations and industrial arms. How so? 
After all, GEC is playing down such a 
radical interpretation. But once the Mar- 
coni Electronics defence business is sold 
or spun off there will be little to keep 
GEC together. This would be no bad 
thing. The synergies between the three 
divisions are minimal, and pate farther 
when set against the value achievable by ‘ 
selling them to other trade players. Sell- 
ing out now, while its telecoms and 
defence businesses are largely doing 
well, looks the way to maximise share- 
holder value. So why not hoist the “For 
Sale" sign over the entire business? 

The telecoms operation lacks critical 
mass. The challenge in transforming it 
into a high growth and high-technology 
business In its chosen niches should not 
be underestimated. Likewise, GECs long 
tail of industrial businesses, despite a 
few gems, could all fit better elsewhere. 
Such has been the ramp-up in GEC's 
shares - they outperformed the market 
by 20 per cent in the last year - there 
may be little value left to release. AH the 
same, there is equally little room for 
disappointment 

But this is all some way into the 
future. The most pressing task is to find 
Marconi Electronics a defence home. 
Since GEC has turned from being a 
defence buyer to a defence seller, it is 
fair to ask what has changed. Mischie- 
vous minrig could question whether Mar- 
coni really has many credible options 
other than British Aerospace, now dose 
to a deal with DaimlerChiysler's Dasa. 
The likelihood of a US deal is hard to 


CONTENTS 


calL But a merger with France's Thom- 
son-CSF continues to look problematic. 

Clearly GEC Is trying to create an auc- 
tion for Marconi between British Aero- 
space and the US defence, industry. Bat 
BAe would he rash to leap at Marconi 
without squaring Dasa first Attempting 
to do the Dasa deal second, presenting 
Ihe German government with the spectre 
of a huge and vertically integrated UK 
industry, could upset a de l we re political 
apple-cart. True, Dasa has no place else 
to gO than Hl> R m T tp ftgn aeTOSpaCC nT11 ^ 

defence company that governments 
desire, whDe Marconi can go to the US. 
But the balance of risks suggests BAe 
should call GEC’s bluff; merge with Dasa 
and see if Marconi is still up for sale. 


Call it the revenge of the trade buyer. 
A takeover of Ibstock. the brick manufac- 
turer, would have been textbook staff 
from venture capitalists a year ago. But 
murk** turmoil has given strong indus- 
try buyers like CRH the upper hand, in 
Ibstock it has a deal whose numbers 
make so much sense directors could tot 
ttiam up in their sleep. Funding a full 
takeover of Ibstock would carry an inter- 
est cost of around £25m, while the tar- 
get’s operating profits are forecast to be 
«mi» canm 

If CRH, which now owns 50.7 per cent 
of Ibstock. can winkle out minority 
shareholder Wieaerberger, the r eturn on 
Its investment would easily cover its cost 
of capital, before assuming improve- 
ments to Ibstock's costs. Margins of 1 5% 
per cent lag behind Hanson’s, which are 
over 20 per cent Yet both companies 
have roughly the gamp share of the mar- 
ket and produce the same typ es of bricks 
for rimfiar prices. Meirtwg more effective 
use of the Ibstock kilns should help dose 
the gap. The only quibble with CRH’s 
move is the market - UK bricks - which 
is mature. Aggregates in the US, where 
CRH has a big exposure, is far more 
compelling because of big i nfrastr ucture 
programmes. Happily, CRH win hardly 
be cash-constrained post-Ibstock, with 
interest cover still nudging 10 times. 
This may not be the dream deal, but it is 
solid. Another one like it, though, would 
be disappointing given opportunities in 
the US and wmpr gin g markets. 
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Japanese markets fall on 
halt to state bond buying 


By Pad 
Mol 


Bananas ta Tokyo 


Japanese suffered &' triple 

blow yesterday, with government 
bonds, stocks and the yen all down 
after ministers said the Trust Fund 
Bureau, a state institution, would 
halt outright purchases of domestic 
government !»"*■ 

The announcement gmv as + }*•* 
market was already concerned about 
record issuance of bands next year 
to finance the YBl^GObn (t707bn) 
budget announced this week. 

Futures on the benchmark lO-year 
g o v e r nm ent bond fell two points, the 
maximum permitted, to 190 l£ 2. Tbs 
yield Jumped 0395 per cent to L396 
per cent - Its highest level for 
alm ost 15 TTwnthfl It baa ririnKj ari 
since October when it hit an all-time 
low of 0E95 per cent 
Maseru Hayamt Bank of Japan 
governor, said that government 
bonds Should be traded among pri- 
vate institutions or the market 
He did not think It was “v er y natu- 
ral" far the central h»mv to bold 
YSOOOObn in g o ver nm ent bonds. 

The Trust Fund Bureau, which 


Iffe fe nrh 
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receives money from the state-owned 

postal savings system, is facing a 
funding crisis over the next two 
years as' high-yielding io-year 
accounts mature. These make up 
about 45 per cent of the post office’s 

The fall in bond prices continued 
to wnc«ritlA Kmlring riharftg, and Sent 
the benchmark Nikkei 225 average 


tumbling 373.5 points, or 2.64 per 
nmt, to end the day at 13,779.45, B 
was the first time in more than two 
Tr,"nthK that the Nikkei has fallen 

Wow 14,000. „ 

The sharp rise in bond yields is 
expected to inflict considerable dam- 
age an hanks, which bold an esti- 
mated YisjMobn of Japanese govern- 
ment bonds. ' 

Band profits accounted for more 
♦turn a quarter of the banks ’ operat- 
ing profits in the first half of the 
ftiMitffai year. 

A sharp rise in real interest rates 
- prices In Japan are falling - will 
be unwelcome for Japanese con- 
sumers apri corporations. 

The J apanes e currency also fell on _ - : 
fp o ne that the government will have ■ 
no option to deal with the recession . 
other than printing mosey. During fh 
the day, the yen fell as low as * J 
YU7/45 to die dollar, after trading at 
Yil5.95-Yli6.05 in New York on 
Monday. 

iany Why, Pape 13 
Bonds, Page 20 
Currencies, Page 21 
Worid stocks, Page 32 


US manufacturers seek 10% 
tax cut as Fed holds rates 


By Stephen FMar In Wfeskhigton 

US manufecturing industry hag 
called for a 10 per cent tax cut for 
and individuals to sus- 
tain the country's seven-year eco- 
nomic ex pansion 

The call came as the US Federal 
Reserve left Interest rates 
unchanged as new forecasts pre- 
dicted a sharp sl o wdown in growth 
next year. 

Thu national Asaoclatk m nf Matm. 
lecturers said a 10 per cent tax cut, 
costing $80bn a year, would lead to 
increases in consumption and invest- 
ment. Otherwise, it said economic 
growth would slow next year to 
about 2.1 per cent, down from &8 per 
cent this year. 

The tax cut, it said, would show 
growth next year of 8 per cent, rising 
to 4 per cent in 2000 and 2JB per cent 
in 2001. 

It said the •main factors contribut- 
ing to the long economic expansion 
— investment, personal consumption 
and exports - would not hold up 
next year without such a cut. 


“Exports, already down in 1996, are 
tnrpnffo ri to deteriorate further next 
year due to continued troubles in 
Asia, and a likely slowdown in Latin 
America,” it sakL 
Business investment would also 
slow as companies’ profits came 
under pressure because they had 
htfie power to . raise prices. Consum- 
ers, already dipping into invest- 
ments to spend, would also retrench 
next year. 

- The Fed’s decision to hold rates 
unchang ed, following toe last meet- 
ing this year of tits policy setting 
Federal Open Market Committee, 
was expected and was to some 
extent signalled after the previous 
meeting in November. Then, the Fed 
cut interest rates by a quarter point 
for the third time in seven weeks in 
response, it said, to strains in the 
financial markets. • 

Those market strains, which 
emerged after the Russian debt 
ifefimit in August, appear to have 
eased, and analysts were expecting 
the Fbd to begin to focus on evidence 
of weakness in the real economy. 


Standard & Poor's, the US credit 
rating agency, said the economy 
would slow in the first half of next 
year, gr ow ing annually at l per cent 
Growth would accelerate in the sec- 
ond half to give a 2 per cent figure i 
for the whole year, it said. Nonethe - ) 
less, there remained a 40 per cent 
chance that the economy would sink 
into recession. In 1999 - though ff it 
did, it would be a mild one, S&P 
said. 

It predicted the Fed would over 
the course of the year resume its 
interest rate reductions. The currant 
Fed Funds rate of 4% per cent would 
be cut to 4 per cent by the year end, 
it said. • 

David BHtzer, SAP's chief econo- 
mist, said ’‘Consumers have been 
the driving force for the economy, 
but they cannot keep increasing 
their spending twice as fast as earn- 
ings. 

“Other sectors of the economy - 
fn y mi g a trade, capital spending, gov- 
ernment spending and housing ~ are 
not big or strong enough to replace 
the consumer as the growth engine." 



In just seven years, we melded 
over 100 different peoples into 
one haimonious nation. 





TWs month, the 
Republic of 
Kazakhstan 
proudly celebrates 
our seventh 
anniversary and 
our achievements as an Independent 
nation. After seventy years of 
religious and political repression . 
and a totally state-owned and 
continued media, we have taken 
bold action to protect human rights, 

- We have given all of our 16 
million people the freedom to 
practice the religion of then- 


choice - Muslims and Orthodox, 
Catholics and Jews, Protestants 
and Buddhists. 

. We have given Russian equal 
status with Kazakh as the official 
languages of government, 
-ensuring the fufl participation of 
our sizeable Russian minority. 

. Our President - Nursultan ' 
Nazarbaev- set up a Commission 
on J-iurnan Rights to receive 
citizen complaints and advise 
on rights issues, working 
closely with the UN and other 
international agendas. 


- We have begun the transition to 
a wide range of privately owned 
newspapers, magazines, 

. broadcast networks and stations. 
W9 continue to expand the rede of 
an active and independent media. 

In today's Kazakhstan, we have 
created a dimate of harmony and 
tolerance among all our peoples. 
When contrasted with the strife of 
so many other countries around the 

world, this is perhaps our greatest 
achievement. 


Kazakhstan Seven Years of Achievement 
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SJW*JJ akes boW move in Russia 

Fvh business executives these days are bold 

to spend $6 60m on acquiring a minority 
staked a company tn crisis-tom Russia. Rfad? 
whSpath fe one. This week the chairman of 
Runrgas, the German gas group, bought a 2.5 
P^^areholding in 

™““ 0“ monopoly, and indicated his desire 
to raise his stake to 4 per cent Page 14 

The philosophy of mining 

Inside Mining, a book 
by Philip Crowson, for- 
mer chief economist at 
Rio Tinto, echoes the 
view of Heraclitus, the 
Greek philosopher, that 
everything is in a per- 
manent state of flux: 
you cannot step twice 
into the same river. A 
mine's value can 
change overnight, dic- 
tated by technology, 
new finds, prices, politics and other factors. As 
Heraclitus might have said: “You cannot step 
twice into the same mine." Page 22 

Frankfurt continues upward trend 

Shares in Frankfurt moved ahead for a second 
day, even after Wall Street's early rise stalled, 
and the Dax closed up 1.1 per cent Page 32 

Technology stocks prop up Wall St 

US technology companies could become one of 
the few rays of light fri an otherwise gloomy 
period for earnings in 1999. This belief has been 
one of the main factors behind a renewed surge 
in technology stocks in recent weeks, which has 
helped fift the entire US stock market Page 14 

Australian exchanges mull merger 

Australia's stock and futures exchanges took a 
further step towards globalisation and consoli- 
dation of financial markets with confirmation of 
merger talks. The Australian stock exchange 
also said it would broaden discussions on 
co-operation with Nasdaq, the second-largest 
exchange in the US. Page 20 

Traders wait for euro’s arrival 

The approach of Christmas and the introduction 
of the euro single currency dissuaded traders In 
the fixed-income and equity markets in the 
euro-zone. Analysts said this holding bade 
could be a prelude to a sharp adjustment in 
strategic positions after January 4. Page 19 

Malaysia cocoa processors cut back 

Malaysia's cocoa processors have dramatically 
cut production as the business has become 
unprofitable. Cocoa is the country's thW most 
important agricultural product Page 22 . 

Dollar stronger as Fed fwfete rate 

The doHar famed against most other currencies 
as the Federal Reserve’s, decision to leave rates 
unchanged was almost isweraafiy expected by 
the markets. Currencies, Page 21 
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Big Five power ahead of rivals 

Boom in management consultancy boosts revenue at top professional services firms by up to 23% 


8y JlmKefly 

Accountancy Correspondent 


CotHrtmgoa growth 


The Big Five global 
professional services firms are 
pulling away from their 
middle-tier International com- 
petitors, as double-digit growth 
is powered by an unprece- 
dented boom in management 
consulting. 

Figures published today 
show that the Big Five are 
increasing revenue by 16 to 23 
per cent compared with largely 
single-digit growth among the 
middle-tier networks, such, as 
BDQ and Grant Thornton. 

The statistics, produced by 
International Accounting Bul- 
letin, show, that management 
consulting accounts for an 
increasingly large proportion 
of the revenues of the Big Five 
firms - PwC, Ernst & Young, 
KPMG, Deloitte Touche Toh- 
matsu and Andersen World- 
wide. 

Up to 37 per cent of the reve- 
nues of Ernst & Young come 
from management consulting 
- and 26 per cent at PwC - 
compared with 11 per cent at 
BDO and 17 per cent at Grant 
Thornton. The explosive 


Vcfcaage 



growth of management con- 
sulting among the Big Five — 
coupled with high profit mar- 
gins - is a destabilising Influ- 
ence which is prompting all 
the global firms to consider 
how to hold partnerships 
to geth er. 

KPMG has recently con- 


firmed it is considering a 
global 20 per cent stock market 
listing of its management con- 
sulting business - a pi»" that 
could form a blueprint for its 
rivals if it passes regulatory 
and other barriers. “Consult- 
ing is going ilka gangbusters," 
said Colin Sharman, global 


chairman of KPMG. Other 
firms, such as Deloitte Touch 
Tohmatsu, have created sepa- 
rate consulting businesses 
with their own branding, but 
have tried to maintain control 
through ownership by the orig- 
inal accounting firm. 

Andersen Worldwide - 


which led the move into the 
consulting market - is riven 
by a protracted divorce 
between Andersen Consulting 
and Arthur Andersen at the 
International court of arbitra- 
tion in Paris. 

PwC and Ernst & Young are 
trying to build global firms 
that integrate consulting with 
other service lines in one 
organisation. 

Arthur Andersen is also 
quickly expanding its own 
in-bo use consulting arm. 

The Big Five firms have 
increasingly focused on provid- 
ing consultancy services for 
multi-national clients who 
need strategic advice on sub- 
jects such as IT installation, 
the millennium bug, the intro- 
duction of the euro and inter- 
national tax mitigation. 

The big firms are also produ- 
cing growth in a traditionally 
flat sector - audit. Ernst & 
Young and Arthur Andersen 
reported 10 per cent growth 
and Deloitte Touche Tohmatsu 
20 per cent at its US firm. 
Falling costs and new service 
linos in added risk assurance 
have helped keep the sector 
profitable. 


Cigna in talks to sell 
general insurance arm 

Deal with Ace would follow trend towards specialisation 


By John Aufoere in New York 


Cigna, the US insurer, 
yesterday confirmed it was in 
discussions to sell its general 
insurance business to Ace of 
Bermuda for at least $3bn. 

Both companies stressed dis- 
cussions were at an early 
stage, and that options stUl 
being considered included^ 
global strategic allianoe shot 
of a transfer of ownership. 

Cigna had US pro p erty and 
casualty insurance revenues of 
about $2.7bn last year, with a 
further gLlbn in revenues out- 
side the US. Total revenues 
were more than $20bn, mostly 
from employee benefits where 
Cigna's US business fa growing 
quickly on the back of strong 
growth in the demand for 
so-called “40100" defined ant 
tribution pension plans offered 
by employers. 

Brian Duperreault, chief 
executive of Ace, said the situ- 
ation gave his company a 
unique opportunity" to 
acquire a “premier global prop- 


erty and casualty franchise”. 
Ted Coffins, manag in g dfractnr 
of property and casualty insur- 
ance at Moody’s Investors Ser- 
vice. said the deal would be 
consistent with Cigna's strat- 
egy and added: "Ace has 
shown a great appetite for 
increasing its commercial lines 
business in the US. And it does 
provide some consolidation in 
commercial Hues.” 

The move would continue a 
steady trend over the last few 
years which has seen broadly 
based composite insurers dis- 
pose of lines of business so 
that they focus on only a few 
areas of insurance. 

If completed, the transaction 
would provide Cigna with 
extra funds to continue its 
transformation into an inter- 
national employee benefits 
company, while continuing 
Ace’s aggressive expansion 
into the US market 

Other companies to have 
taken similar measures 
include Aetna, which sold its 
property and casualty insur- 


ance business to Travelers and 
its individual life business to 
Lincoln National, and Chubb, 
which sold Its life insurance 
arm to Jefferson-Pilot 

Property and casualty Insur- 
ance in the US has been a diffi- 
cult market for several years, 
particularly in the commercial 
lines covered by Cigna. Heavy 
competition has kept growth 
in premiums below the rate of 
inflat ion, while the market has 
also been hurt by a succession 
of catastrophes, leading to 
speculation that the Industry 
needed to consolidate. 

Ace has already acquired 
two US insurers this year - 
Westchester Specialty from 
Xerox for 6338m, and CAT for 
6711m. Cigna's share price rose 
strongly after a brief trading 
halt when the news was 
announced, and by mid-session 
it was trading at 681%, up 63£ 
or almost 5 per cent. Ace’s 
shares slipped slightly, 
although by no more than sev- 
eral other insurers, dropping 
to 627ft. 
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Bond returns have taken 
the ‘u’ out of gilt-edged 


What a good year it has turned 
out to be for bands. AQ that 
misery about deflation and 
recession — the IMF has this 
week cut its global growth 
forecast for 1999 to 22 per cent 
- just has to benefit somebody. 
Savers may be facing ever 
more miserable interest rates, 

but the total return on the J-P. 
Morgan Global Government 
Bond Index has been 10 per 
cent in local c urrencies , and 15 
per cent when expressed in 
softish dollars. 

A year ago, I celebrated the 
remarkable achievement of UK 
gilt-edged bonds in being the 
best performers in 1997, andl 
suggested that Santa might 
regard the m as useful gilts for 
199B. too, although foreigners 
might need a currency hedge. 
Hie hedge would have been 
useful, given sterling’s 5 per 
cent slide against the . 
euro-zone currencies this year, 
but even without one, gilts 
have topped the list again. 
They have returned 21.4 per 
cent in dollars, with the 
Continental pack close b ehind 
at 2W) per cent. 

Although 19-year gilts have 
managed to close the yield 
spread against bunds from 94 
to 63 basis points since 
January, the really remarkable 

development is that the 


cent 2028, yields only 4^ per 
cent against 4B par rent on 

6,1 


DOT cent on the US Treasury 
long bond. The undated War 


Loan has delivered a total 
return of 45 per cent There is 
no “u” in gilt-edged any more. 

A supply famine may lie 
behind this gilt supremacy, 
however. UK pension funds 
are desperate to raise their 
gilt-edged exposures to cover 
their liahnitina under the new 
Minim um F unding 

foiqiilrwn/nit, and 

diwiithw»niisiy life companies 
are struggling to match their 
guaranteed pension snrmity 
liabilities. Meanwhile net gilt 
issuance has disappeared, and 
gross issuance is heavily 
weighted towards index-linked. 

Elsewhere, though, we can 
find glut This weeks 
spectacular sell-off in Japanese 
government bonds is 
threatening to spool the global 
bond, funds’ year-end party. . 

You might say that JGBs 
deserve everything they are 

getting, laving been 
artificially sustained by. public 
sector support which is now 
being withdrawn. The risk, 
however, is that 10-year JGB 
yields - which bottomed at a 
freakish 0.7 pa cent in 
October, and are already up to 
L9 per cent - might quickly 
rise to a teyel nearer 3 per cent 
at which yield-starved 
Japanese institutions would no 
longer find for eign currency 
bonds attractive. Thai Is 

sending a frisson erf fear 
through the higher-yielding 
markets.' 

InmfoaQr, the peculiar 
status of the yen this year as 


the strongest of the leading 
currencies — against all the 
odds, up by 12 per cent against 
the dollar — iian sustained the 
currency-adjusted performance 
of JGBs. On this basis they 
have outperformed US 
Treasuries, and the wooden 
spoon among developed 

economies has been taken by 
Australia and Canada where 
the currencies have been 
undermined by the commodity 
prices slump. 

Emerging market bonds 
encountered the disastrous 
third quarter repricing of risk. 
Even so, over the year as a - 
whole there has been a patchy 
recovery in Asia, though Latin 
America Is showing heavy 
losses. 

Can gOts make it a hat-trick 
of wins in 1999? That is 
improbable, because there is 
little scope left in the euro 
convergence game: tire 
residual spread simply reflects 
sterling’s much higher 
short-term rates, and 
moreover, supply could 
respond quicWly to the 
economic slowdown as the 
fiscal balance deteriorates. 

The higher yields on dollar 
bonds may give US Treasuries 
an edge wnTAsa the euro-zone 
plunges into the threatened 
but still avoidable deflation. 

But the crucial decision for 
global bond fund managers 
will be on the doUar-euro 
exchange rate - a decision so 
easy to get badly wrong that 
many erf them may duck it. 


UK ice cream to 
face new probe 


By John Wffiman, 
Consumer Industries Etfitor 


The UK’s Monopolies and 
Mergers Commission is to 
investigate the country’s ice 
cream market for the third 
time in six years. The move is 
because of concerns over the 
dominant position of Unilever, 
the Anglo-Dutch consumer 
products group. 

Birds Eye Wall's, the frozen 
food division of Un%ver, has 
almost 70 per cent of sales, 
with a range of products 
including Magnum, Solero, 
Cometto and Calippo. 

It has a dedicated distribu- 
tion network and has supplied 
shops with almost 70,000 
freezer cabinets exclusively for 
Its products. Competitors say 
this excludes them, particu- 
larly in small shops with room 
for only one cabinet 

Ordering the inquiry yester- 
day. John Brldgeman, director- 
general of fair trading, said 
there were “continuing prob- 
lems with competition in the 
supply of impulse (bought) Ice 
cream". He added that the 
market had not developed as 
anticipated when the MMC 


gave freezer exclusivity a 
“dean bill of health" In 1994. 

Birds Eye Wall's said it was 
disappointed and saw little 
point in another inquiry. 
“Wall’s has achieved its posi- 
tion In the ice cream market 
through innovation, market 
forces and fair competition.” 
said Tain Ferguson, chairman 

But Mazs, the US confection- 
ery group, which has been 
campaigning for a fuB inquiry 
since 1993, welcomed the refer- 
raL It said products such as 
Mars and Snickers ice cream 
bars outsold Wall's in grocery 
multiples where they were 
usually sold on equal terms. 

The Investigation was also 
welcomed by Treats, a former 
Wall's unit that makes own- 
label ice cream and products 
under its own name. 

Freezer exclusivity has been 
under attack elsewhere in the 
EU. In March, the European 
Commission ruled that Uni- 
lever's Irish subsidiary had 
abused Its dominant position 
by excluding rivals' products 
from its cabinets. Unilever, the 
world’s biggest maker of ice 
cream, is appealing against the 
ruling to the European Court. 


Foreign 
banks agree 
first loan in 
Chinese 
currency 

By Louise Lucas in Hong Kong 

Foreign banks yesterday 
arranged their first Chinese 
currency loan, signalling a 
step forward in the mainland's 
gradual opening of its finan- 
cial markets. 

The RMB80m (69.6m) syndi- 
cated loan to Shanghai Tyre 
& Rubber, one of the main- 
land's biggest ' tyre makers, 
was led by Standard Chartered 
Bank. The deal paves the way 
for further RMB lending by 
foreign banks, which have 
long been frustrated by restric- 
tive rules on foreign currency. 

Among the biggest hurdles 
was a need to secure sufficient 
RMB deposits for on-lending. 
This was difficult given that 
the banks* foreign customers 
were more likely to require 
RMB borrowing than to make 
substantial deposits. 

However, the People's Bank 
of China, the central bank, 
relaxed the rule and allowed 
foreign banks access to the 
Interbank market for up to 
half of the loans. 

The relaxation enabled three 
of the eight Shanghai-based 
foreign banks permitted to 
deal in RMB to participate in 
the loan. The other two are the 
International Bank of Paris 
and Shanghai, a joint venture, 
and Credit Agricole Indosuez 
Shanghai Branch. 

“The PBOC Is very keen to 
promote this," said Lance 
Browne, chief executive China 
& Macau at Standard Char- 
tered Bank. Its support was 
further underlined by the pres- 
ence of central bank officials 
at yesterday’s signing cere- 
mony in S hanghai. 

The deal officially holds 
“experiment" status, but Mr 
Browne said the PBOCs back- 
ing for foreign bank RMB lend- 
ing suggested that it would not 
backtrack on the opening. 

Lending rates are in effect 
standardised in Shanghai, 
based on. the PBOC's prime 
lending rate with a margin of 
10 per cent on either side. In[ 
practice, the RMB credit 
squeeze means that most loans 
are made at a 10 per cent pro-' 
mi urn . For Shanghai Tyre; 
& Rubber, the one-year loan’s 
Interest rate was set at 7.03 per 
cent 

Shanghai Tyre & Rubber wDi| 
use the funds to boost expan-, 
sibn, partly to help fit out the 
Bulck cars being produced at 
Genera] Motors' joint venture 
in S hgnghaj. 
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High-tech stocks defy gloom 


Heading for new hetftis 

Conpnitt y/ 


By Richard Waters 
in New York 

Amid the spate of profit 
warnings that precedes the 
end of a quarter, one sector 
has been noticeable this 
month by its absence: 
technology. 

And to judge by expecta- 
tions for 1999, US technology 
companies could become one 
of the Tew rays of light in an 
otherwise gloomy period for 
earnings. 

That hope has been one of 
the main factors behind a 
renewed surge in technology 
stocks in recent weeks - a 
move that has helped to lift 
the entire US stock market 

The Philadelphia Stock 
Exchange index of semicon- 
ductor companies has soared 


more than 80 per cent since 
early October, driven by 
signs that the cyclical chip 
industry has turned a 
comer. 

Along with a mania for 
anything to do with the 
internet and a belief that 
personal computer makers 
have finally escaped a crip- 
pling inventory overhang, 
this has capped a year of 
strong gains. 

The Nasdaq composite, 
heavily weighted towards 
technology, has advanced 9 
per cent in December, taking 
its gains to 35 per cent since 
the beginning oF the year. 
The S&P5Q0, by contrast, is 
up 3 per cent on the month 
and 24 per cent on the year. 

The gains have come 
despite an expected 1.1 per 


cent decline in technology 
sector earnings in 1998. Next 
year, according to D3ES esti- 
mates, Wall Street expects 
earnings to jump nearly 35 

per cent. 

Analysts at Morgan Stan- 
ley Dean Witter, while mar- 
ginally less bullish, point to 
two factors that could sup- 
port profits. One is the 
absence of ane-oB costs the 
industry faced during 1998 to 
revamp production and 
reduce inventory: that could 
produce a 10 per cent bounce 
in earnings next year. 

Also, a four-year replace- 
ment and upgrade cycle, 
detectable since 1983. should 
boost spending on new 
equipment late next year 
and early in 2000. 

The slowing global econ- 


omy next year should con- 
centrate attention on growth 
industries such as technol- 
ogy, according to Jeffrey 
Applegate, US equity strate- 
gist at Lehman Brothers. 

Tech companies - “the 
growth stocks of our era”, 
according to Mr Applegate - 
comprise one-third of Leh- 
man's recommended portfo- 
lio, against an 28 per cent 
weighting in the S&P5O0. 

It has been the prospects 
for near-term growth, rather 
than earnings, that lie 
behind the recent dramatic 
gains in internet stocks. The 
index of internet shares com- 
piled by the American Stock 
Exchange has more than 
doubled since October. 

The internet's golden 
stock market touch showed 
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Connection fee 
cut for France 
Telecom rivals 


itself again yesterday, matches the spect a cular suc- 
Sbares to. Sotheby's Jumped cess of internet auction 
13 per cent on a Merrill houses such as eBay, whose 
Lynch report that the com- shares have climbed to $305 
pany was preparing to from the $18 at which they 
launch "n ^ne auctions. were floated in September. 

Sotheby's has a long way » 

to go, however, before it World Stocks, Page 29 


Ruhrgas boldly goes where 
other groups fear to tread 

John Thornhill and Robert Corzine report on Gazprom foray 


fttesiaiL trafu^^Teseryes 


T here are few business 
executives in the world 
these days bold enough 
to spend 3660m on a minor- 
ity stake in a company hi 
crisis-torn Russia. Friedrich 
Spath is one. 

This week, the chairman 
of Ruhrgas. the German gas 
group, bought a 2.5 per cent 
stake in Gazprom, the giant 
Russian gas monopoly, and 
indicated his desire to raise 
his stake to 4 per cent. 

“We see this investment as 
evidence of our confidence 
in the viability of the Rus- 
sian gas industry and in the 
sustained supplies of Rus- 
sian gas.” he said in 
Moscow. “But we also see it 
as proof of the viability of 
the Russian economy as a 
whole,” he added, to the 
approval of his hosts. 

The chief reason for Ruhr- 
gas’s brave foray into Russia 
is to secure its own supplies 
of gas well into the next mil- 
lennium. Ruhrgas believes 


demand for gas will grow 
strongly in Germany as the 
government phases out 
nuclear power. It is determ- 
ined to grab a bigger share 
of that expanding market by 
strengthening its ties with 
Gazprom. In a related deal. 
Ruhrgas has signed flexible 
contracts with Gazprom sup- 
plying one-third of its needs 
until 2030. 

Gazprom, too, is well 
aware of the market oppor- 
tunities to the liberalising 
European gas market and 
can enlist Ruhrgas’s market- 
ing clout to help prise open 
new opportunities. “By link- 
ing with Ruhrgas we took 
forward to moral support 
and to a massive promot- 
ional effort in Europe which 
will reveal the true worth of 
gas," said Rem Vyakhirev. 
Gazprom's chairman. 

Yet although Ruhrgas’s 
investment was driven by 
industrial logic it also con- 
tains great financial appeal. 


At first glance. Ruhrgas 
appears to have paid a high 
price for its Gazprom shares, 
valuing the whole company 
at about $26bn - or twice the 
current market value of Rus- 
sia's 50 biggest companies. 

However. Jim Henderson, 
energy analyst at MFK 
Renaissance, a Moscow 
investment bank, points out 
that Ruhrgas would be able 
to lower significantly the 
average cost of its sharehold- 
ing by buying an additional 
1.5 per cent of Gazprom's 
shares at the far cheaper 
domestic price. 

I t will be able to do so by 
establishing a Russian-reg- 
istered joint venture with 
VEF Gazexport, a Gazprom 
subsidiary, thereby circum- 
venting restrictions on for- 
eign ownership of Gazprom 
equity. At present, foreign 
investors are only allowed to 
buy Gazprom shares traded 
in the form of American 



By David Owen In Parts 

France Telecom’s 
interconnection charges are 
to be cut by ah average 14 
per cent in 1999, which may 
encourage tougher competi- 
tion in the FFrlTQbn ($30bn) 
French telecoms market 
The decision, announced 
yesterday by the Autorite de 
Regulation des T6I6commu- 

nications, the country’s tele- 
coms regulator, was wel- 
comed by Cegetel, the 
former monopoly operator’s 
main domestic competitor. - 
However, the move had 
little effect on France Tele- 
com’s shares, which closed 
up FFri.50 in Paris at 
FFr428.90, after advancing 
FFr16.60 the previous day. 

Since liberalisation of 
European Union telecoms 
markets last January, 
France Telecom has retained 
the lion's share of its domes- 
tic market. One consultant 
recently put the company's 
probable share of the overall 
French market to 1998 at 
about 85 per cent, while 
indicating that the competi- 
tion had probably taken only 


between 2 and 3 per cent to 
the fixed-voice segment. 

But Cegetel says other 
operators are gaining 
ground. According to Olivier 
Huart, the company's regula- 
tory and public affairs direc- 
tor, Cegetel alone has 7-8 per 
cent of the current fixed 
long-distance market, includ- 
ing international calls. 

Of yesterday's decision, Mr 
Huart said Cegetel “cannot 
be unhappy . with this cata- 
logue, which shows a down- 
ward trend”. But he empha- 
sised that important 
questions remained over 
how competition would 
develop to the local loop. 

France Telecom said the 
tariff cuts were bigger than 
those recommended by the 
European Commission. They 
confirmed "the position of 
France among the countries 
with the most attractive 
interconnection tariffs". 

Jean-Mxchel Hubert, ART 
president raid the reduction, 
covering the amount com- 
petitors pay to connect with 
France Telecom's network, 
would “facilitate and inten- 
sify competition”. 
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Depositary Receipts. 

“With the domestic shares 
standing at about 11-6 cents 
a share versus an ADR price 
of $9.30 and an implied Ruhr- 
gas cost of $11, Ruhrgas will 
be able to access any new 
shares at almost a 90 per 
cent discount to the price ft 
paid for its initial 2.5 per 
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cent stake.” Mr Henderson back in I 
said says Jons 

The deal has wider impti- Strategies 
cations for the European gas snltancy. 
market It confirms the rec- Anothc 
omnliation between the two whether! 
companies, which fell out to a seat on 
the early 1990s when Ruhr- move an 
gas, Gazprom's single big- boost Inh 
gest customer, rebuffed the confident 
Russian company's over- group. Ri 
tures to form a joint market- per cent s 
ing company in Europe. board sea 
One big question is where a big mot 
the deal leaves Wtogas. the board rep 
joint venture between Gaz- The d& 
prom and Wintershall, the ‘ the dbg: 
gas arm of Germany’s BASF investors 
group- In recent years Win- DutCh/Sh 
gas has challenged Ruhr- Dutch oil 
gas’s dominance of Ger- Italy have 
many's gas market, the alliances ' 
largest in western Europe, are mean 
“But it looks like Ruhrgas is with shan 
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back in the driver’s seat." 
says Jonathan Stem of Gas 
Strategies, a UK-based con- 
sultancy 

Another question is 
whether Ruhrgas will secure 
a seat on Gazprom's board, a 
move analysts say would 
boost International investor 
confidence to the Russian 
group. Ruhrgas needs an B 
per cent stake to guarantee a 
board seat, bat it does have 
a big enough stake to ask for 
board representation. 

The deal - may also open 


investors uiGazprom- Royal 
Dutch/SheU, the Anglo- 
Dutch oil group, and Eni of 
Italy have separate strategic 
alliances with Gazprom that 
are meant to be cemented 
with share stakes. 
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Bouygues warns 
on mobile losses 


By David Owen in Paris 

Bouygues,. the French 
construction and communi- 
cations group, announced 
last night a sharp increase to 
projected losses at its Bouy- 
gues Telecom mobile phone 
operation, and unveiled 
plans for reorganisation of 
its building and public- 
works activities. 

The company, in which 
Francois Finault, the secre- 
tive financier, has built an 
significant stake, said losses 
attributable to Bouygues 
Telecom would reach about 
FFr765m ($l36m) in its 1998 
accounts, rising to FFrL3bn 
in 1999. Previous projections 
were for losses of FFr650m 


and FFr7QQm respectively. 

Bouygues attributed the 
change to the “explosion” of 
the French mobile-phone 
market, ft put the current 
value of Bouygues Telecom 
at FFk45bn, and hence the 
value of Bouygues' interest 
at about FFrl5bn. 

The company said a pro- 
posal had been made at yes- 
terday's board meeting to 
pursue decentralisation of 
its building and public- 
works activities around the 
two companies Bouygues 
Building and Bouygues Pub- 
lic Works. 

The meeting also con- 
firmed appointment of three 
members of Mr Plnault's 
entourage to the board. 


NEWS DIGEST 


ELECTRICAL ENGINEERING 


Elektrim chiefs quit amid 
PTC sell-off scandal 

The president of Elektrim, the electrical engineering group 
that Is one of Poland’s biggest and best-known industrial 
companies, resigned yesterday amid a scandal surround- 
ing the belated disclosure of a 1996 decision to sefl a 
stake In a lucrative cellular telephone business for a nomi- 
nal price. The resignations of Andrzej Skowronski, the 
long-serving president; and E miBan Bryk, first vice-presi- 
dent, were accepted by Bektrim's supervisory board. 

However, the supervisory board said that Hotr Mro- 
czkowski, the chief financial officer who is highly regarded 
by international investors, had agreed to withdraw his res-* 
ignation and remain with the company. . 

Bektrfm caused a furore fast month when it announced 
it had agreed in 1996 to sell a 6.5 per cent stake in Polska 
Telefonia Cyfrowa for little more than its nominal price at 
toe tone. PTC was later given one of two Hcences to oper^- 
ate a digital cellular telephone network, and its business . 
has boomed. Armly^ts.q^rnatoc^e 6.5 percent .-stake hs ■ 
now worth as much as fT56m. “ " ' " 

Analysts and fund managers welcomed news of the 
departures, caffing It a victory for shareholders. “It's very 
good news," said Isabel Knight, director for emerging mar- 
kets at Credit Suisse Asset Management in London, "it 
shows the supervisory board has taken seriously toe 
impact phe disclosure] has caused on the share price aid 
the company, and that this type of activity and non-disclo- 
sure is not acceptable to foreign investors and toe wider 
market" AP-DJ, Warsaw 


AGRIBUSINESS 

Bunge y Bom reorganises 

Bunge y Bom, the family-owned, Argentina-based food 
and agribusiness group, yesterday formalised a new struc- 
ture for its large Brazilian operation, which it hopes will 
accelerate its divestment of food companies. The group 
has decided to focus on agribusiness. At a shareholders 
meeting yesterday it split its Brazilian business into four 
separate companies. The soyabean crushing and trading 
business and a fertiliser company win remain under Bunge 
control However, their food brands have been transferred 
to Sarrtista de Alrmentos, a consumer foods company, and 
Sears, a moat company. John Barham, S&o Paulo 


CORRECTION 


J. P. Morgan 


Franklin Berger and Michael Weinstein, quoted in yester- 
day’s story about Amgen, were wrongly Identified. They 
are both analysts with J.P. Morgan. 
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UniCredito Italiano 


Registered office; Genoa (Italy) Via Dante Nd 1 -Head Office; M3an (haly) Piazza Cordusio 
Registered with tte Genoa Coon, in the Companies Register under No, 22 and in the Banks Regisier and bdou 
UmCredtto Italiano Banking Group, registered tn tbe Banking Groups Register with Code No. 2008. 
Member of tbe Imerbank Fond of Dnxwit Protection 


CALLING OF THE ANNUAL GENERAL 
SHAREHOLDERS MEETING 

Tbe Shareholders of UniCredito Italiano are called to attend the Annual General Shareholders Meeting to 
be held on January 10, 1999 al 5.00 p-m. at the Bank’s Registered Office in Genoa, Via Dante No. 1. If 
necessary. & second sitting will be held on January 11, 1999 at the same address, but at 10.30 ajn, to 
discuss and debate upon toe following; 

AGENDA 

1. Appointment of the Board of Directors after having resolved upon its number for tbe three-year period 
1999-2001, the mandate of which will expire with the approval of the financial statements for 2001. 

2. Resolution to determine the annual emoluments of the Board of Directors pursuant to Art 26 of the 
Articles of Association. 

Holders of ordinary shares have the right to attend the Meeting provided that they are in possession of the 
XenificatiOT" issued .as per art. 85 of Decree 58 dated 24 February 1998, by a broker who is a member of 
tne centralised securities administration system run by Monte Utoli S.pA. 

THE BOARD OF DIRECTORS 
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And one bank 


Three former competitors are soon to become associates. Beginning on 1 January 1999. the LG Landesgirokasse, 

Stidwest LB arid L-Bank will be joining forces to serve their customers worldwide. Over 9,000 employees 

now have one common goaJb Service. Your new bank in Germany. For farther information: Landesbank Baden-Wurttemberg, 

Postfach 10 60 49, D-70049 Stuttgart, or on the Internet under www. landesbank-bw.de. 
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* ! 3k!!* ES BLOW TO PHILIP PI NES G ROUP ' . : " 

Creditors reject pi. 
to keep PAL alive 


By Rwy Tassgfl h Manna 

A P 1 ^ to keep the ailing 
Philippine Airlines flying 
was dealt a significant blow 
yesterday when it was 
rejected by a group of Euro- 
pean creditors. 

In a letter to the Philip- 
pine Securities and 
Exchange Commission, the 
group rejected the plan 
drawn up "by PAL's receiver- 
ship committee involving an 
equity injection of up to 
$150m and extensive debt 
moratoriums by creditors. 

The creditors, represented 
by Credit Agricole Indosuez. 
are lessors of 12 Airbus 
A330/A340 aircraft - equiva- 
lent to more than half of 
PAL's proposed fleet under 
tbe plan. 

They said the plan did not 
“embody” two critical issues 
- the need for a new strate- 
gic partner following the col- 


lapse of equity buy-in taifeq 
with the Hong Kong-based 
airline Cathay Pacific, and 
the requirement for an ini- 
tial investment of $20Gm in 
new cash equity. .. 

They also questioned why 
the equity injection under 
the plan had been reduced to 
St50m, 890m of which would 
be contributed byLucio Tan, 
tbe controlling shareholder, 
and the rest by a strategic 
partner within six months. 

PAL closed down in late 
September but resumed 
operations after the Philip- 
pine government brokered a 
deal with mimm It had been 
suffering steep losses due to 
falling demand for air travel, 
an ill-timed expansion pro- 
gramme, heavy overstaffing, 
a prolonged strike by pilots 
and a debt burden of more 
than $Zbn. 

Leading creditors of PAL 
include Chase Manhattan, 


Enersis joint venture 
wins Chile water sale 




■y 
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By Math Mulligan hi Santiago 

A joint venture between 
Enersis. the Chilean electric- 
ity distributor, and Anglian 
Water of the UK has won 
Chile's first water privatisa- 
tion contest with a 5138.4m 
bid for 40 per cent of Esval, 
tbe sanitation company serv- 
ing l.4m consumers in Val- 
paraiso, the second largest 
city. 

The bid, opened late on 
Wednesday, was the highest 
among the final four candi- 
dates. which included Enron 
of the US and a joint venture 
between Suez Lyonnaise des 
Eaux of France and Spain's 
Aguas Barcelona. 

Nine groups, induding a 
joint venture between Sev- 
ern Trent Water of the UK 
and Mitsubishi of Japan, as 
well as France’s Gdn&rale 
des Eaux, bad entered at the 
pre-qualification stage. 


against a background of an 
economic slowdown and 
soured relations between the 
UK and Chile over the deten- 
tion of General Augusto 
Pinochet, thrformer dictator 
■facing extradition to Spain. 

The auction heralds the 
start of a new wave of priva- 
tisations in Chile, with the 
state holding company plan- 
ning to sell control of four 
more water companies next 
year, starting with Emos of 
Santiago, which serves 
about 6m consumers. 

Bidding is also expected to 
start soon on the sale of 
operations at Chile's- three 
main ports - Valparaiso, San 
Antonio and San Vicente - 
and authorities in the north- 
ern ports of Iquique and 
Arica are winking on priva- 
tisation timetables. The 
focus . will then shift to 
regional airports and further 
tog-road concessions. 


The EsvaJ epntqgfr was yeg- ha&toeah 
terday hailed a success by tatecBS % protests over pos- 
the Chilean government,; dMa job jJtasses from water 


company workers, who will 
be offered 10 per cent of the 
enlarged capital of Esval. 

A farther 10 per emit will 
be floated on the Santiago 
stock market, leaving the 
government with a minority 
holding and the winning 
partnership with a control- 
ling 35 per cent 

Enersis, which controls 72 
per cent of tbe joint venture 
with An glian Water, is one 
of . Chile’s biggest companies 
and has become an Increas- 
ingly important regional 
operator in water treatment 
and distribution. Last week 
it announced it was with- 
drawing from electricity gen- 
eration in Chile by selling its 
25 per cent afcgke in random 
Chile, the country’s largest 
generator. 

Ramdn YAvar, Enersis 
vice-president, planning and 
development, said after 
Wednesday's announcement 
thatch 0 company fw&nM 
dike part in further privati- 
sations. 



De Beers Consolidated Mines Limited 

(Incorporated in die Republic of South Afrte*) 

Regiuered No. 1 1/0000706 (The Company- or "DBCM") 


NOTICE OF GENERAL MEETING OF THE MEMBERS OF THE COMPANY 

Notice is hereby ghren that a general meeting od members of the Company will be held al the 
Head Ofitoa of tiw Company at 38 Stockdata Street, Wmbertei on Friday, 15 Januaiy 1999 al 
14:15 South African time, for the purpose of considering and, if deemed fft, passing, wfth or 
without modification, the ordinary resolutions set out below. 

ORDINARY RESOLUTION No. 1 

ResoNed that the agreement beween tbe Company and Angto American Corporation 0 # 
South Africa Limited (Registered NaOl /05309KJB) CAAC) dated 17 December 1998 In 
forms of which toe Company has deposed of, with effect from 1 January 1999, certtin 
inve s tments and holdings as shown in the schedule attached to the Agreement, whether 
held (greedy or induectiy, in consider at ion tor the issue of a letter of entitlement to 
• 15,993,515 new AAC shares which will be received by thB Company, created as fifly 

paid, be end K is hereby approved and ratified. 

ORDINARY RESOLUTION No. 2 

Resolved duct the directors of the Company be and are hereby authorised and 
■ answered fo necessary steps,' to sign unnecessary documents, and to doafi 
: such acta. manws and things as may be necessary or deskaUe to give effect to ordinary 
resolution Nal above. - 

The transaction referred to to ordinary resolution No. 1 above constitutes aretated ^pwty 
tran sa c tion In terms ot the listings Requirements erf the Johannesburg Stock Exchange PJSET 
Therefore. afflwugft AAC and its associates may vote their deferred shares in DBCM fri favour of 
the affinaiy resolutions propoeed at the DBGM’B shareholders' meeting. It is a requirement of the 
jSE that tiw resolutions are passed by a simple majority of shareholders, present or represented 
at the meeting, exefaxting AAC and Its associates. 

Hokters of Baked deferred share warrants to bearer who desire to attend in person or by proxy 
or to vote al any general meeting of the Company must comply wtth the regulations of the 
Compeny under which share warrens to bearer are Issued. 

A member entitled to attend and vote at tiw meeting may appoint a proxy or prodes to attend, 

speak and on a poll vote to hisriier steed. A proxy need not be a member ofthe Company. 


By order of the board 
RWKETLEY 
Secretary 
23 December 1998 


Registered and Head Office 
36 StockdaJe Street 
(P.O. Box 616, Kimberley, 8301) 
South Africa 
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Mazda long-term debt under review 


the ' Philippine . National 
Bank, the Philippines-based 
Allied Banking Corp and 
European credit export agen- 
cies, which are believed to 
have financed tbe leasing of 
PAL’s Airbus aircraft 

The SEC is set to make a 
decision on the . rehabilita- 
tion plan early in the new 
year. 

Meanwhile, the Philippine 
government is considering 
alternatives to allow PAL to 
continue to remain in the 
skies. Edgardo EspLritu, Phil- 
ippine finance secretary, 
said the government was 
considering seeking help 
from Japan under the coun- 
try's so-called Miyazawa ini- 
tiative to ixtject 530bn into 
countries affected by the 
Asian economic crisis. 

He said funds from the 
Miyazawa initiative could be 
used to support a debt 
restructuring of the airline 


By Alexandra Harney hi Tokyo 

Fears about the financial 
health of Japan's carmakers 
intensified yesterday after 
Moody’s, the credit rating 
agency, launched a review of 
the longterm debt issued'by 
Mazda, the Japanese car- 
maker owned 33.4 per cent 
by Ford, the US car and 
truck group. 

The move, which could 
result in a downgrade of the 
group's debt to non-invest- 
ment status, reflects growing 
concern that the prolonged 
economic slump in Japan 
and “Asia is taking a heavy 
toll on the country's car 
industry. The carmaker's 
long-term bonds are cur- 
rently rated Baa3, just above, 
speculative status. 

A downgrade of the debt 
would make it even more dif- 
ficult for the group to 
acquire funds. Other leading - 
carmakers, notably Nissan 
Motor, have been forced to 
seek new credit lines and 
alternative funding sources 
as a result of the collapse in 
new-car sales and the credit 
crunch at Japanese banks. 

Analysts said that 
although. Mazda had made 
remarkable efforts to 
restructure Its operations 



Uncertain road ahead: Moody's move nay lead to downgr a de far Mazda, producer of the MX5 Reuters 


and had outperformed its 
rivals in the first half of this 
year, the group was still tee- 
ing considerable problems in 
its model line-up, dealership 
network, and balance sheet. 

The carmaker’s heavy reli- 
ance on overseas markets - 
the US accounted fix- 43 per 
cent of consolidated reve- 
nues in 1997, according to 
HSBC Securities - also made 
it particularly vulnerable to 
fluctuations in exchange 
rates, analysts said. 


This week Honda, a rival 
Japanese car group also 
heavily dependent on the US 
market, said it expected 
domestic sales this year 
would fall short of expecta- 
tions. This added to con- 
cerns about tbe effects on 
exchange-rate fluctuations 
on Honda’s bottom line. 

Analysts had been rela- 
tively optimistic about Maz- 
da's prospects as a smaller, 
more flexible manufacturer 
amid the tough conditions in 


the domestic market. The 
group’s shares have outper- 
formed the Topix, the index 
of first-section Issues on the 
Tokyo exchange, by more 
than 50 per cent since Janu- 
ary. Yesterday, the shares 
slipped 1.4 per cent, or Y6 to 
close at Y424. 

The carmaker achieved 
record earnings in the six 
months to September, and 
said last month it expected- 
to return to the black in the 
year to next March. At the 


half, profits were Y8.5bn 
($73m). compared with losses 
of Y9.7bn last year. 

However, Mazda has 
posted net losses for the past 
five years and had a net 
debt-to- equity ratio of 172 
per cent at the end of last 
year, according to HSBC. 
Debts from the group's con- 
sumer finance unit and deal- 
erships are also believed to 
be significant, and analysts 
warned that the group's 
product line-up lacked a 
sport utility vehicle, consid- 
ered to be one of the critical 
models In the US market 
• Shares in Toshiba, the 
Japanese electronics giant, 
fell nearly 4 per cent after 
Standard & Poor's, the credit 
rating agency, yesterday 
downgraded its rating of the 
gronp and several subsid- 
iaries. This was because of 
uncertainties about the com- 
pany’s ability to tackle Its 
profitability and cash-flbw 
problems. 

The shares fell Y28 to Y677 
following the downgrade of 
the company's debt from A- 
to BBB, prompted by Tosh- 
iba’s disappointing perfor- 
mance in the first half of 
this year, when it announced 
a Y23.64bn net loss, its first 
interim loss for 23 years. 
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End-game one move nearer for Europe’s defence industry 


COMMENT 


Alexander Nicoll assesses the impact of GEC’s announcement, 
as other companies in the sector contemplate their next moves 

In the multi-player chess identity from the rest of the washing machines to tnk Jet 


I n the multi-player chess 
game that is the consolida- 
tion of Europe's defence 
industries. General Electric 
Company yesterday made a 
holding move. 

On the face of it. the 
announcement that it bad 
“decided to separate its civil 
businesses from its aero- 
space and defence activi- 
ties,'' seemed to herald the 
end of an era. 

Perhaps Lord Simpson, 
managing director, really 
bad decided to break up a 
group redolent of Britain's 
industrial heritage, so 
carefully built during the 
33-year tenure of Lord Wein- 
stock, who retired as chair- 
man in 1996. 

But almost immediately, 
advisers to the company 
were playing down the state- 
ment it had just made. 

All options were still open 
and nothing had been ruled 
out. Lord Simpson said he 
felt the company had to say 
something to "reset the time- 
table". following the huge 
wave of speculation that had 
built up in the markets 
about an imminent merger 
announcement. 

Cymes among GEC- watch- 
ers detected an attempt to 
keep up the City's interest - 
and its own share price - in 
a fashion similar to its previ- 
ous statement this month 
that it would decide on its 
future strategy "soon". 

But even if yesterday's 
statement was an effort to 
buy time while it continued 
to negotiate with US and 
European companies, moves 
to give the aerospace and 
defence interests a separate 


company were generally 
seen as sensible. They would 
give GEC greater flexibility 
to choose any of the options 
now before it. 

In accounting terms. GEC 
has already made the dis- 
tinction. Marconi Electronic 
Systems, the aerospace and 
defence business, appears as 
a business group in its 
results, and accounts for 
nearly half the group's turn- 
over and operating profit. 

This is the part of GEC 
which would interest the 
three potential partners in 
the aerospace and defence 
industry: British Aerospace, 
Thomson-CSF of France, or a 
US company such as Lock- 
heed Martin or Raytheon. 

BAe is negotiating a 
merger with DaimlerChrys- 
ler Aerospace (Dasa) of 
Germany, but also appears 
to want to Incorporate GECs 
defence interests in a new 
grouping that would be the 
first stage of creating a 
European aerospace and 
defence company. 

But GEC, with £5bn in 
cash and easily available 
finance, wants to play the 
field. 

Lord Simpson has already 
acquired one US defence 
electronics company, Tracor, 
and is dearly interested in a 
Anther, bigger US deaL HO 
has sounded out Pentagon 
officials an their likely reac- 
tion to further expansion in 
sensitive US defence areas 
by a British company. 

In such discussions, GEC's 
interests in telecommunica- 
tions, and in a wide spread 
of industrial activities from 


Morgan Grenfell wins 
Coral with £390m offer 


By Charles Pratzfik 


Ladbroke yesterday sold its 
Coral bookmaker for £390m 
($656m) to Morgan Grenfell 
Private Equity, the venture 
capital am of Deutsche 
Bank. 

Morgan Grenfell clinched 
the acquisition after seeing 
off rival bids. Cinven, the 
venture capital Ann, which 
was the runner-up in the 
auction, is understood to 
have bid £360m. 

Ladbroke said it made a 
profit of about £66m on tbe 
deal. 

The price is higher than 
the £362. 7m Ladbroke paid 
when it bought Coral a year 
ago from Bass, the brewing 
and hotels group. Ladbroke 
estimates the cost of financ- 
ing the acquisition at £27m 
but said the business had 
earned an operating profit of 
£40m under its ownership. 

Ladbroke will also keep 


Coral assets valued at £26m. 
These include its SO betting 
shops in Ireland, eight shops 
in Jersey and a 5 per cent 
stake in Satellite Informa- 
tion Services, the racing 
broadcaster. 

Ladbroke, the UK's largest 
bookmaker with 1.900 shops, 
was forced to sell after Peter 
Mancie Ison, the trade and 
industry secretary, objected 
to Ladbroke owning Coral on 
competition grounds. Coral, 
which also owns two grey- 
hound tracks, is the third 
largest bookmaker with 827 
betting shops. 

Ben Britz, analyst at Mor- 
gan Stanley Dean Witter, 
said: "Ladbroke has done a 
good deal and the market 
should be pleased that this is 
behind it." The shares rose 
I3p to 238p. 

Ladbroke said proceeds 
from the sale would be used 
to cut net debt, which was 
£843m at the end of the first 


halt It will now concentrate 
on its Hilton International 
hotel business and its gam- 
ing operations. 

It was awarded a casino 
licence this month for a 
£40m hotel, spa and casino 
development in South 
Africa. It is understood to 
have a hit-list of hotel assets 
worth about £65m that 
would St its low-star Hilton 
National brand. 

Jonathan Derry-Evans. the 
director of Morgan Grenfell 
Private Equity who led the 
deal, said at least another 
£25m would be invested in 
Coral to expand its markets 
and products over the next 
two years. 

The new chief executive of 
Coral will be Bob Scott, 
operations director of Mecca 
Bingo. 

Morgan Grenfell was 
advised by Lehman 
Brothers. Ladbroke was 
advised by Merrill Lynch. 
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Le Nouveau Marche, Paris 
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Key Figures (end 11/98) 


All-Share Index +121.0% (sincel/1/98) 
Number of Companies Listed 165 (as of 11/12/98) 
Market Capitalisation ECU 28.4 billion 
Total Capital Raised (at IPO) ECU 4.1 billion 
Average Dally Ttadlng Volume ECU 88.8 million 
Market members 620 


Web site: www.euronm.com 


E-mail: fnfoGeuronmxom 


HH01M lea Ernpewi Eeonme tans Groupng opswd by OsuncHi Bean, Lb SmM da Nommb ubM 
Ow Aiimmi Inii taUKiyM ■ >J the tkuHMs EsetungeL D m fc w iBBB. 


GEC; group structure 


printers to mnrilral imag in g 
equipment, are both an 
advantage and a hindrance 

On the one hand, they 
make GEC a bigger group, 
with more cards to play 
than, for example, Thom- 
son-CSF, which is almost 
purely a defence electronics 
business. 

But on the other, they 
complicate restructuring of 
defence industries. 

They mean that one unap- 
petising option for a future 
partner such as BAe Is a 
complete merger followed by 
a spin-off of non-aerospace 
and non-defence businesses. 
This would be a cumbersome 
and long-winded option at a 
time when European govern- 
ments are pressing for rapid 
rationalisation in order to 
get better value out of their 
defence budgets. 

Yesterday's announcement 
is a clear signal to BAe and 
to the potential US partner 
that the defence electronics 
business can be easily sepa- 
rated, obviating the need for 
troublesome interim 
arrangements. 

GEC has also made clear 
in successive announce- 
ments that it wants to max- 
imise shareholder value in 
any defence transaction. 

This means that it wants 
Marconi Electronic Systems 
to attract tbe highest possi- 
ble value in any sale, join! 
venture, or other deal - not 
for GEC the "premiumless 
merger" that is being 
attempted In other transac- 
tions as a way of smoothing 
trans-national consolidation 
so that no country’s industry 
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The fact that Sears. shares ... . 

are trading 33 per cent below Swi*: >,.•/; :y; 

the offer price mooted •' 

Phffip Gwen shows that its . . 

Investors have as many \-ite. r r- r ; — .-a 

doubts as its board about .the - ioo^%- — — 

retail entrepreneur’s condi- - sdLXj- 

tional bid proposal. A 340p ■ -an - ! i: 

bid would not be particularly " - JU. 

generous, hut weary share- ^ 

holders would probably ; - ;; 

accept the cash rather than 1 

soldiering on with the cur- s 1 '• 

rent management's plans to — * 

refocus the retailer. So -far, . -• ® - — y- 

though, there is no firm offer, ~ -io» . -I— * — J — 
and the suspicion remains '.KV..-98 :jsr 

that Mr Green could try to Ami, rwrtfrwigy 1 
lower his price if, as ha 

hopes, he Is given more details about the group's trading 
and its progress with disposals. 

There Is a histrionic touch to the suggestion that Mr 
Green may call an extraordinary general meeting to force 
the board to give him the information he is seeking. Sears 
has no reason to give him such sp ecia l treatment, especially 
as any market sensitive information should be disclosed in 
its Christmas trading statement next month. 


Coral 


appears to take over that of 
another. 

However, some defence 
industry executives regarded 
as wildly optimistic the val- 
ues of about £8bn which, 
they said. GEC had 
attempted to attach to the 
defence business. 

Lord Simpson cautioned 
yesterday that an outright 
sale of the defence arm was 
just one possible outcome, 
and that it would be over- 
stating things to say that he 
had put a "for sale" sign 
over it. 

However, the company’s 


statement said that one pur- 
pose of separating the two 
arms was "to exploit the 
growth of its civil busi- 
nesses". 

With Its existing cash pile 
and the proceeds from exit- 
ing the defence business, 
GEC would be strongly 
placed to make new acquisi- 
tions in other areas. 

The chessboard is one 
move closer to the end-game 
following the GEC 
announcement There is now 
additional pressure on BAe 
to make a move of its own. 

GEC and DaimlerChrysler 


have been negotiating sepa- 
rately with BAe and dearly 
vying for its attentions. The 
message from Dasa is that 
its deal has to come first, or 
else it is jeopardised, not 
only in the view of Daimler- 
Chrysler but of the German 
government 

Germany fears a Dasa deal 
with a BAe/GEC combina- 
tion would excessively dilute 
the German holding in its 
own aerospace industry from 
the outset The timing and 
sequence of the next moves 
in the game will be all- 
important 


The first rule of gambling is that the house always wins. But 
it was Ear from odds-on that Ladbroke would manage to sell 
the Coral bookmaMng business at a profit The hotel and 
casino group took the gamble of bidding unconditionally for 
Coral, only for the Monopolies and Mergers Co mmissi on to 
block the deaL That left Ladbroke in the uncomfortable 
position of being a forced seller In a market where leisure 
industry asset prices were foiling fast 
Yesterday's £390m offer from Morgan Grenfell Private 
Equity is worth £27m more than Ladbroke paid Bass for the 
chain. But Ladbroke is also keeping back Coral's shops in 
Ireland and Jersey, which are worth £26m_ And Coral has 
made about £L3m of profits during Ladbroke's brief steward- 
ship after deducting the costs of financing the deaL All- told, 
that adds up to a return of about 18 per cent on Ladbroke's 
investment. The headline details obscure the feet that Cor- 
al’s profitability has increased during the year, so Morgan 
Grenfell is paying a lower multiple of earnings before inter- 
est and tax than Ladbroke stumped up last year. But Lad- 
broke shareholders should be relieved that the auction has 
ended without the company having to hand the shops to an 
established rival such as Stanley Leisure or the Tote. Lad- 
broke has been luckier than most of its punters. 


Sears rejects conditional icncrbcr^cr 
£520m bid from Green refuses to rule 


By Peggy HolSnger and 
Jane Marti n son 


Philip Green, the retail 
entrepreneur who is stalking 
Sears, yesterday sought to 
bring the conglomerate's 
board to tbe negotiating 
table with a conditional cash 
bid of £S20m ($874m) which 
was immediately rejected. 

Sir Bob Reid, Sears chair- 
man, said tbe conditional 
offer of 340p a share did not 
reflect Sears’ true value. 
Moreover, he said, the bid 
was "not in a form that [the 
board] considered to be in 
the best interest of share- 
holders”. 


makes an offer then we win 
consider it But no reason- 
able offer has been put 
forward." 

However, a second signifi- 
cant shareholder said Mr 
Green's indicative offer was 
“something we are looking 
at vary dosely and we are 
interested'-nT. 

Mr Green conceded that 
two shareholders represent- 
ing 30 per cent of Sears had 
told him last week they 
would not consider a condi- 
tional offer. But he said, 
"they indicated that they 
were mindful to accept 340p 
on an unconditional basis”. 
Mr Green yesterday pub- 


Phillips & Drew, the 'lished the conditions of his 
company’s largest share- offer in a bid to win support 


holder with 24 per cent yes- 
terday backed management’s 
strategy to realise value 
through disposals. It refused 
to comment on Mr Green's 
offer, but said: “If someone 
comes along and actually 


from other shareholders. 

He is seeking information 
on property disposals, an 
estimate of trading results at 
tbe Freemans mail order 
business, an update on the 
financial services disposal, a 


statement on the debt posi- 
tion and information on any 
material liabilities. 

Mr Green said he had 
every intention of bidding 
340p a share after what he 
described as limited due dili- 
gence. “The only thing that 
can move the price is If prop- 
erty has been sold and the 
cash has disappeared. That 
is the only negotiable posi- 
tion on this paper, unless 
there is something material 
which they wish to hide.” 

Mr Green, said he would 
wait for Seers' trading state- 
ment on January 13 before 
taking any further action. 

In tbe meantime, he would 
continue to canvass share- 
holders in an attempt to call 
an extraordinary meeting, 
which requires support from 
investors holding 10.1 per 
cent of the shares. Mr 
Green’s Medinbond company 
holds more than 2 per cent 
of Sears. 


out Ibstock bid 


By Eric Frey to Vienna and 
Alison Smith hi London 


Wienerberger, Europe's 
biggest brick producer, yes-., 
terday refused to rule, out 
making a bid for Ibstock to 
prevent Ireland's CRH from 
taking full control of the UK 
brick maker. 

The Austrian company 
appeared shocked by Mon- 
day's announcement that 
CRH had bought up 50.7 per 
cent of Ibstock at 7Qp a 
share. In October, Wiener- 
berger became Ibstock's sin- 
gle largest shareholder when 
it bought 29-8 per cent of the 
company from Brierley 
Investments for G8p a share. 

"We will quickly consider 
all the options that result 
from .the new situation," 
Wienerberger said yesterday. 
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“In any case, it will be a 
good result for our share- 
holders. The question is just 
whether it will be financial 
or industriaL” 

If Wienerberger decided to 
accept CRH's offer, it would 
make a profit of £5.5m 
($9.2m) on its original invest- 
ment of £9l-5m. Making a 
bid for Ibstock against CRH 
would mean paying a signifi- 
cantly higher price than if it 
had originally made its the 
66p-a-share offer available to 
all Ibstock shareholders. One 
option which the Austrian 
company may consider is 
remaining as a minority 
holder in the short-term, in 
the hope that CRH would 
conclude that It would be 
worth offering a higher price 
to obtain full control. 

Although Philip Mange 1, 
Ibstock’s chief executive, 
this week expressed unhap- 
piness with the position tn 
which Wienerberger had 
placed tbe company when it 
bought its minority stake, 
Erhard Schaschl, Wienarbe-- 
ger’s chief executive, said he 
was not aware of tensions. 
But he admitted that 
Ibstock’s management saw 
Wiener be rger’s interest in 
the company as an 
unfriendly move, especially 
when the Austrians failed to 
make an offer for the 
remaining 70 per cent of 
Ibstock’s shares. 



The FT can help you reach 
additional business leaders in 
France. Our fink with tbe French 
hnsincss newspaper. Lea Edws, 
gives you a unique lecrmcmeni 
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CspitaliK oruhe FTs European 
readership and to fnnher target 
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Notice of Early Redemption 

Financial Receivables 
For Securitised 
Transactions No.3 PLC 


£92,000,000 

Senior Asset-Backed Floating Rate Notes due 2016 
(ths ■Senior Note* 1 ) 
and 


£14,500,000 


Mezzanine Asset-Backed Floating Rate 
Notes due 201 6 

Otia^ "Mezzanhw NotW and together with toe Senior Note#, 
the ■Notes*) 


NOTlce IS HEREBY QtVHN to Ow hoteera at the Senior Notes and 
the Mezzantos Notes at financial Asostvabtes For Securitised 

VM redMjn tf otihe Senior Nous and the Mezzanine Notts at «tfr 
Principal Amount Outstanding on the interest Payment Date faEng on 
January ZZ 1999 from which aueft date Interest on Ihe Senior Notes and 
the Mezzanine Notes wV eeosa to acaua. 


Rspaynwd of principal to the case ol bearer Notes wta be made on 
presentation ot bearer Notes at the offices of either of Ihe Paying 

^ ^ P™** 8 * in toe case ot reotetemd 

Notes wffl be m ade fcy cheque (or. 8 requested, by wtr otnu^l eilmaaed 
to toe persons shown to toe relevant register maintained by toe 


68 bring Iba batons of either tadmduaJ registered 
Notes or DTCregetsred Notes. 
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Traders steer clear of euro launch 
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europeanoverview 

By Khmam Merchant 

The approach of the 
Christmas holiday and the 
imminent introduction of 
the euro single currency dis- 
suaded traders fr o m entering 

the market. 

Traders preferred to stay 
out rather than in, discour- 
aged by the thought of a 
long weekend of redenomi- 
nation if they went ahead 
with large buy orders. Trad- 
ing was very light 
The FTSE Eurotop 100 
index dosed at 2,681.38, 
down slightly by Q.M. while 
the broader FTSE Eurotop 

FTSE Brtoe 100 

MAX 


1000 


300 index closed at 116097, 
up 1.78 points. 

The FTSE Ebloc 100 index, 
which tracks the biggest 
companies from countries 
Joining economic and mone- 
tary union in January, fin- 
ished up 5.49 at 970.13. 

Analysts said the light 
trading could be a prelude to 
a sharp change in strategic 
positions after January 4. 
"We have seen both fixed- 
income and equity investors 
holding back ahead of the 
big day," said Mike Young, 
European strategist at Gold- 
man Sachs. 

“There is evidence that 
investors are holding back 
on order flows so as not to 

. : ' . Bond yield curve 

hro rtfftewrntwr 22X^98); 


get involved in the conver- 
gence process.” he said. 

Despite this,, there 'was 
some sign of portfolio reposi- 
tioning, especially by Dutch 
pension funds. In the new 
year, however, the realign- 
ment and the renewed 
hqnidity flows - held back 
in the run up to Christmas - 
should lead to a strong 
upturn in the market, said 
Mr Young. 

Hie best performing sec- 
tors were chemicals, winch 
was up by 1.24 per cent. 
Information technology, up 
£55 per cent, and healthcare, 
which improved 3.02 per 
cent Tobacco was a big 
feller, losing &25 per cent 


The German software com- 
pany SAP was the biggest 
Jumper in the information 
technology sector, rising Ecu 
17.30. The sectoral Improve- 
ment managed to 7nP Kfc some 
falls (jap Gemini declined 
Ecu 5m 

' In the healthcare sector, 
Nycomed Amer was the big 
riser, climbing Ecu 2 to Ecu 
s m jn the ffbamirate sector, 
UCB was the best performer 
rising Ecu &30. Some stocks 
were' down, including Air 
IJqtnde. by Ecu 5.30 to Ecu 
148.05. 

The Tobacco sector was a 
big loser. Richemont 

slumped Ecu 33.40 to Ecu 
1186.49. 
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1007.94 

-661 

-623 

454 

4453 

1052X9 

Hrawoiis 

124602 


-151 

262 

2751 

128204 

BanhomaB 

851X7 

-681 

-696 

143 

1154 

wrem 

uawnei 

985X3 

+1.16 

♦1132 

1X1 

1179 

99732 

Life katroocs 
OBso-Ffrejal 

1104-07 

-156 

-Z62B 

153 

1298 

120956 

mM 

-128 

-1685 

230 

1555 

856X5 

Bwflmnt CMnpaaf 

962-50 

+104 

+1633 

156 

2555 

96S58 

Ftrtwty 

645J4 

+674 

+4JB 

172 

2126 

68252 
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Ctomy 

coda 

caskg 
mid prim 

Onga 

Ol if 

Canga 
an <f% 

Omega 
on vnric 

Change 

WO* % 

Eunp* 

Arabia 

AIB 

14546414 

-00006 

-651 

-05016 

-051 

Rattan 

Bff 

41188893 

-05061 

-601 

-05191 

-055 

Cadi Raprifle 

cat 


-00910 

-026 

-63ZZ7 

-600 

Dflnmrt 

HOC 

7594917 

-05017 

-052 

-05067 

-050 

W-l i 

i-nona 

m 

6570475 

405012 

+602 

+65004 

4051 

France 

FRF 

8588771 

-05001 

+050 

-05001 

+050 

Gmure 

DEM 

1566636 

-05001 

+4L00 

-05001 

+050 

Greece 

6RD 

339541137 

-62146 

-050 

+61537 

+055 

Hungay 

KF 


+0J752 

4030 

-5,1940 

-159 

Irafd 

B> 

0503094 

+05000 

+601 

-05001 

-051 

■toy 

m. 

1977X482B1 

. -052BS 

+050 

+63898 

«052 

liaonlnag 

LUF 

41.188893 

-05051 

-051 

-aoiBi 

-055 

Wflaaltofla 

MLS 

yyima 

+05003 

+053 

-05001 

+050 

Homy 

H0K 

6146413 

-60601 

-675 

-62800 

-237 

Pfland 

PUi 

4.123657 

-05184 

-0X4 

-05790 

-158 

nafegfl 

PIE 

204.704386 

-05177 

-601 

-61078 

-610 

Homutii 

R0L 

1257653B1B1 

+14457B4 

+1.17 

-147533S 

-1.16 

rtntoa 

HJB 

24508793 

-6MB 

-255 

-1527G 

-558 

Soma 

sac 

43590983 

+03517 

+051 

+0X212 

+058 

Spain 

ESP 

169551 850 

+05208 

+051 

+60470 

+053 

Swedaa 

SBC 

6563189 

-05550 

-057 

-0.1314 

-138 

CwlaoiOTd 

QV 

15ZB129 

+05038 

+623 

+05134 

4053 

Uatad Ktagdem 

GBP 

6710199 

+05003 

+6M 

-05048 

-054 

BU 

ecu 

1516493 

+60000 

+050 

+60000 

+050 

ftadi 

an. 

1X30513 

-60012 

-609 

-O0118 

-050 

Canada 

CAD 

1 .848587 

+05023 

+612 

-05062 

—034 

Mexico 

Mti 

11591639 

+00485 

+0.42 

-03832 

-237 

LUteri Stone 

USD 

1.191 BOB 

-05015 

-613 

-05117 

-057 

PaflflcMdribi EatobUAfca 
Autaf AID 

1538834 

+60094 

+OX9 

+05094 

+0X9 

Hang Nl 

HKD 

B228757 

-60142 

-615 

-05986 

-154 

Japan 

JPY 

136376017 

+05538 

+662 

-0.7000 

-63) 

Sbrgapore 

SG0 

1568887 

-05007 

-054 

-65157 

-0J9 

Sortb Mtta 

2Afl 

7552883 

+05058 

+050 

-63012 

-177 
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EUROZONE CURRENCY CONVERGENCE 
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Flttd 
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Marta 

ram 

on tat 

ynH« 

Mak 
ago % 

FMwanf 

rata 

FOrarad 

tot IBB 

OKI tat 
rflavOEM 

Ausrto 

753552 

7.035 

-aoi 

+050 

75364 

355 

+626 

Origfnra 

206265 

205291 

+052 

+ 0.06 

205302 

193 

+034 


335386 

3354 

+050 

+600 

3354 

350 

•600 

Finland 

354001 

10404 

+051 

+600 

35405 

184 

+615 

Iretand 

0XQ267S 

0X027 

+051 

+050 

04027 

359 

+050 

hair 

996002 

3903838 

+604 

+601 
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151 

-610 

Irantxog 

205255 

205291 

+052 

+058 

205302 

383 

+624 


1.12874 

1.127 

+00? 

+052 

1.127 

169 

+600- 

Putugri 

102305 

1023349 

+052 

+611 

1023328 

453 

+634 

Spain 
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85.1191 

+606 

+052 

85.125 

4 

+031 

Germany 
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+050 
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189 
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2 year 

124 

127 

354 
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5X6 

1X9 

458 

101 

034 

037 

Sovereign RaigBib 
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134 

137 

334 
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5.44 

5X8 
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109 

ora 

672 
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A/W 
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4.14 

+008 
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144 
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IM 
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France (Rep ol) 
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+007 
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352 
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116 
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■toy Pep to) 

05AH 

5000 

AA 

107330 

405 
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20 year 
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KM 
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To Advertise 
Your 

Legal 

Notices 


Please contact 
Melanie Miles 


Tel: 

+44 171 873 3349 
Fax: 

+44 171 873 3064 


CONTRACTS & TENDERS 


PAKISTAN WATER AND POWER 
DEVELOPMENT AUTHORITY. 


INVITATION FOR BIDS 

_ Loan Mo. 3764 Ptitdstm ffB No. 786/10 

1. The Government of the Islamic Republic of Pakistan has received 8 loan of 
-230 Miilkm USS from foe Internationa] Bank for Reocnstraction and 

Development in vatjoas currencies to improve the reliability of power Sector. 
A part of (his loan (25 Million USS will be used for ihe rehabilitation of 
Distribution System and it is intended that part of foe proceeds of foe loan will 
be applied to eligible payments under die Contract for the supply of Three 
Phase Energy Meten. 

2. The Water Power Dev dkrpmmt Authority (WAPDA) now invites sealed bids 
from eligible Bidders from member countries of Ihe Work! Bank as explained 
in section IX of Tender Documents, for the supply of Three phase Energy 
Metere as per WAPDA Specifications as follows: 

3 Phase, 4 Wire Energy Meters “ 16000 Nos. 15/90 Amps. 

3. Interested eligible Bidders may obtain foe bidding documents further 

infismatum upon vrrittenreqnest from the office of the: 

Chief Engineer (Rehabilitation & Energy Loss Reduction)/ 

Project Director WAPDA, 410 Wapda House Lahore Pakistan. 

Td No. (92-42) 9202153, Fax Na (92-42)9202153 
Tdex: 44869 WAPDA PAKISTAN. 

A complete set of the RMrWng Documents may be purchased by any miirn^iiH 
eligible bidder on foe submission of a written tgqriicatiou to the above .i dd raw! 
and upon payment of a non refundable fee of Rs. 3.000 / from 01-01-3999 to 
26-01-1999 till 0900 hours Pakistan Standard Time. 

4. All bids most be accompanied by a Bid Security of not less than 2% of the total 
Bid Price and must be delivered to foe office of ChiefEngmeir (Rehabilitation 
&. Energy Loss Reduction) Project Director, WAPDA on or before 
26-01-1999 til] 1 000 hows, Pakistan Standard lime. 

5. Bids will be opened in the presence of the Bidder's representatives who 
choose to attend on the same date at 1100 hours Pakistan Smutted Time in 
Lobby oFWapda Auditorium Wapda House, Lahore. 


Chief Engineer (Rehabilitation & Energy Loss Redaction)/ 
Project Director WAPDA, 410 Wapda Home Lahore Pakistan. 

Id No. (92-42) 9202153, Fax No. (92-42)9202153 
Telex: 44869 WAPDA PAKISTAN. 


Position 

available. 


To advertise yotir appointments in the FT 
please caQ: 

Tel.- +44 171 S73 3351 Fax: +44 171 873 4331 
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JfiBS S & P A ND M00DY’_S_C0NSIDER LOCAL AUTHORI TY ISSU ES 

Japanese city bonds 
may be given ratings 


Big rise in unofficial derivatives trades 

. .. ... ..j financial instil 


By Gffiian Trit and 
Naoko Nakamae In Tokyo 

Moody's and Standard & 
Poor’s, the US credit rating 
agencies, are considering 
introducing ratings for local 
Japanese government bonds 
in response to rising demand 
from investors. 

The move could introduce 
further market pressure into 
Japan's local government 
finances, which have hith- 
erto been one of the most 
highly protected parts of the 
financial system. 

However, many local 
authorities believe that since 
their finances are strongly 
interlinked with the central 
government's, the exercise 
would be meaningless. 

“I don't think there is an}' 
need to rate local govern- 
ments separately," said 
Nobuhiro Maeda, a director 
in the bureau of finance of 
Tokyo Metropolitan govern- 
ment 

This comes as local gov- 
ernments, such as Tokyo, 
Osaka and Kanagawa, face 
spi ralling debt as a result of 
the economic slump. The 
financial pressures are so 
serious in Tokyo that the 
city is considering the 
unprecedented step of privat- 
ising some services. 

The Kanagawa govern- 
ment is trying to persuade 
its citizens to buy its local 
government bonds. "We are 
currently campaigning to 
increase the number or local 
citizens who hold Kanagawa 
prefecture bonds by advertis- 
ing in newspapers and on 
the internet," said a spokes- 
man in the department of fis- 
cal affairs at Kanagawa pre- 
fecture] government. 

He said he hoped this type 
of enhanced participation in 
local government would also 
help to stabilise their 


WORLD BOND PRICES 


sources of revenue. 

Moody's and Standard & 
Poor's say they are unlikely 
to make final decisions 
about new ratings until next 
year. Both agencies have 
recently seen a surge in 
demand from Japanese and 
non-Japanese Investors for 
better information about 
local government finances. 

This is partly because Jap- 
anese institutional investors 
are concerned about the risk 
of default In the municipal 
bond market However, more 

"We are getting a 

substantial 

number 

of inquiries now 
for ratings of 
municipal bonds’ 

foreign investors are consid- 
ering entering the market, 
almost exclusively domi- 
nated by Japanese investors 
in the past 

Kazumi Takemoto. manag- 
ing director of Moody's in 
Tokyo, said: "We are getting 
a substantial number of 
inquiries now far ratings of 
municipal bonds, and so we 
hope that we can serve our 
clients. These inquiries are 
due to deregulation and 
because some investors are 
concerned that the condi- 
tions of issuance do not 
reflect the risk involved." 

The new demand for rat- 
ings is particularly striking, 
because until recently most 
investors assumed local gov- 
ernment bonds were risk- 
free. This was partly because 
the bonds appeared to enjoy 
a central government guar- 
antee. since the ministry of 
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home affairs insisted they 
must all be issued at identi- 
cal coupon rates. 

"The central government 
guarantees their sources of 
revenue so there is no differ- 
ence in default risk between 
the local governments," said 
an official at the home 
affairs ministry. 

However, the ministry has 
refused to state in legally 
binding terms that It will 
protect ah local government 
debt. Consequently, the 
recent deterioration in local 
government finances has 
prompted growing investor 
concern. 

Nevertheless. S & P and 
Moody’s warn they will not 
introduce the ratings unless 
local governments provide 
detailed information about 
their finances. David Collins, 
spokesman for S & P in 
Tokyo, said: "Since Kana- 
gawa, Tokyo and Osaka said 
they face financial crisis, 
there has been lots of 
demand for ratings. But we 
cannot do this unless we are 
comfortable with the level of 
information." 

The home affairs ministry 
has hitherto refused to pro- 
vide detailed public data on 
local government finances. 
Some Japanese officials are 
Highly critical of US rating 
agencies, blaming them far 
the recent financial turmoil 

Yet the growing flnanrlHl 
crisis has left the ministry 
increasingly determined to 
develop new funding chan- 
nels for local governments 
by tapping international 
investors. 

In one striking sign of this 
shift, the ministry is now 
encouraging DePfa. the Ger- 
man public sector bank, to 
become the first foreign 
hank to carve out a niche 
lending to local 
governments. 


Worldwide financial 
derivatives trading con- 
ducted outside recognised 
exchanges more than dou- 
bled In the three years to 
June, according to a report 
issued by the Bank for filter- 
national Settlements (BIS) 
today. 

The sophisticated financial 
Instruments, which allow 
institutions to make lever- 
aged bets on movements in 


market prices, have been 
blamed for creating instabil- 
ity in financial markets. 

The report shows that the 
value of derivatives dealt 
directly between banks - the 
so-called "over-the-counter'’ 
(QTC) market - rather than 
across a registered 
exchange, reached STO.OQObn 
in June. This was about ISO 
per cent h igher than in 1996. 

Derivatives based on Inter- 


est rates marie up two-thirds 
of the total, with almost aH 
the rest involving foreign 
exchange. 

The BIS said the survey 
confirmed 1 the dominance of 
the OTC markets over 
exchanges in worldwide 
derivatives trading. 

The report is the first in a 
series on outstanding posi- 
tions in the OTC market, 
published by the BIS, the 


banker to central banks. 

Derivatives have been the 
focus of renewed interest 
after financial market vola- 
tility drew attention to the 
use of such contracts to gain 
leverage. 

The international Mone- 
tary Fund’s latest World 
Economic Outlook, pub- 
lished on Monday, identified 
derivatives contracts as a 
means by which hedge funds 


and other financial institu- 
tions can take large market 
positions with a relatively 
small capital base. 

It estimated that" 
Long-Term Capital Manage- 
ment, the US hedge fund 
that almost collapsed this 
year, bad about Si^OObn out- 
standing in derivatives posi- 
tions despite having a capi- 
tal base totalling less than 

SSbn. 


AUSTRAL IA FINANCI AL CENTRE P LANNED __ 

ASX andSFE 
mull merger 


By Gwm Robinson In Sydney 

Australia's stock and futures 
exchanges took a further 
step towards globalisation 
and consolidation of finan- 
cial markets yesterday with 
confirmation of merger talks 
between the two exchanges. 

In a separate announce- 
ment, the Australian Stock 
Exchange (ASX) said it 
would broaden discussions 
on co-operation with Nasdaq, 
the second-largest exchange 
in the US, and raise the pos- 
sibility of joint trading of 
securities on both markets. 

Confirmation of the talks 
hi g hli g hted Australia's cam- 
paign, by both public and 
private sector parties, to pro- 
mote the country as a 
regional financial centre. 

The merger proposal fol- 
lowed the Singaporean gov- 
ernment's announcement 
last month of plans to demu- 
tualise the Stock Exchange 
of Singapore and the Singa- 
pore Monetary Exchange, or 
Simex, and merge them into 
a single entity by late 1999. 

A number of other 
exchanges have formed links 
with foreign counterparts, 
including the proposed trad- 
ing alliance between Deut- 
sche BOrse and the London 
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Stock Exchange, and merger 
between Nasdaq, American 
Stock Exchange and Phila- 
delphia Stock Exchange. 
Nasdaq and ASX cover a 
"vast distan ce" and syner- 
gies would arise as both had 
mastered the technology 
needed to operate from more 
than one city, noted Richard 
Humphry, ASX managing 
director. 

Both ASX and Sydney 
Futures Exchange have 
moved aggressively this year 
to broaden domestic and 
international links and 
increase their business. The 
ASX listed on its own boards 
in October after a successful 
demutualisation and distri- 
bution of shares to its mem- 
ber brokers. The stock has 
more than doubled from its 
debut price of A$4J0, dosing 
yesterday at A$&25. 

The SFE, which is still a 
mutual organisation, plans 
to switch to fully computer- 
ised screen trading from the 
middle of next year - the 
world’s first sizeable fixtures 
exchange to abolish tradi- 
tional pit trading in favour 
of an automated system. SFE 
launched a joint venture this 
month with Dow Jones indi- 
ces to create and exclusively 
trade a series of new 



Aggressive maws: the ASX is broadening bitematkmal and domestic Dnks 


regional and sectoral indi- 
ces. 

ASX and SFE rank as the 
second-largest stock and 
futures exchanges in the 
Asia-Pacific region and lave 
grown rapidly in recent 
years, to global terms, how- 
ever, they are relatively 

small 

A merger would provide 
both strategic and practical 
advantages for the 
exchanges, as well as for 
member brokers who trade 
on both exchanges. These 
include significant cost 
savings through the merger 
of their independent clearing 
systems, lower information 
technology costs and the 
combined expertise of both 
exchanges. 
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From the strategic view- 
point, a merger would make 
Australian capital markets 
more competitive and pro- 
vide incentive for large 
domestic companies to stay 
on the local boards. 

“Australia is a pretty 
small fish in the stock 
exchange pond," Mr Hum- 
phry said recently. "The 
most important question is 
bow we ensure we have a 
market big enough to stop 
oar largest companies going 
to one of the giant markets 
offshore." 

Mr Humphry said yester- 
day the dismissions with 
SFE were of an “exploratory 
nature only". A merger 
would only occur if terms 
could be agreed and regula- 


INTERNAHONAL BONDS 


tory clearances attained, he 
said. “There are complex 
regulatory and structural 
issues involved . . . Until 
these have been explored 
and resolved, it is not posa- 
ble to form a view as to the 
prospects of a merger occur- 
ring." 

The discussions with Nas- 
daq were also at a prelimi- 
nary stage and any agree- 
ment to trade securities 
jointly would also require 
regulatory approval, he sakL 
A spokesman for Joe 
Hockey, Australia’s minister 
for financial services and 
regulation, said a "number 
of regulatory issues" may 
have to be considered, but 
only after the talks went 
beyond pr eliminar y stages. 
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Dollar strengthens as Fed holds rates 



MAfKm 
By Alan Beattie 

The dollar finned against 
/ most other currencies yester- 
day as the Federal Reserve’s 
decision to leave rates 
unchanged was almost uni- 
versally expected by the 
markets. 

Against the yen. the US 
currency rose quite mark- 
edly following more falls in 
the Japanese bond market 
But against the D-Mark and 
sterling it moved up comfort- 
ably but unspectacularly, 
with trading volumes con- 
tinuing thin into the Christ- 
mas break. 

The dollar closed at Yli6S 
against the yen in Europe 
yesterday, before the Fed’s 
decision was announced. 
Against the D-Mark and ster- 
ling it finished at DMl .675 
and $1,678. 

Markets showed little 
Interest in whipping up spec- 
ulation around the Fed's 
'i decision. The Eurodollar 


interest rate futures market 
moved little during the day. 

And the change in the dol- 
lar's exchange rate against 
the yen was connected mare 

with increasing fears of over- 

snpply Id the Japanese bond 
market than with anything 
happening in the US itself. 

The soporific atmosphere 
leading up to the decision 
was in sharp contrast to the 
fevered speculation that has 
surrounded meetings erf the 
Federal Reserve in the past 
few mnntha 

This is despite the fact 
that many of the indicators 
of fin an c ial market fragility, 
cited by the Fed as reasons 
for recent cuts in rates have 
yet to display signs of 
returning to normality. 

Credit spreads, for exam- . 
pie, have stQl to return to 
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pre-Russian crisis levels. The 
spread of five-year interest 
rate swaps', over five-year 
Treasury yields, a widely- 
used gauge, is still around 80 
basis points compared with 
the 30-40 bads point gap ear- 
lier in the year. - . . 

"This is the Fed’s conun- 
drum," said Kit Juckes, bead 
of bonds arid currencies at 
Natwest GFM in London, 
speaking before yesterday's 
decision. "There are still 
plenty of things to worry 
about. In global financial 
markets, but they are 
with a US domestic con- 
sumer who is prepared to 
carry on spending. Four per 
cent economic growth and a 
Dow' at 9,000 at this stage is 
not a combination they wQL 
be happy with." 

Mr Juckes said that the 
Fed probably had one more 
rate cut in its pocket, 
"ready for Brazil to mite its 
name all over it." 

But if the resilience of the 
domestic economy contin- 
ued, this meant that hawks 
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within the Fed might re- 
emerge to argue for a rever- 
sal of recent easing, he 
added. 


■ The Czech 
shared none 
reluctance to 

slashed 100 
its key repo 
rate, cutting 
cent 

ft dted a weak inflation 


central bank 
of the Fed’s 
move when it 
paints off 
intervention 
it to 9.5 per 


outlook in 1999 as the reason 
for the move. The market 
was evidently impressed by 
the prospects for price stabil- 
ity in the country, pushing 
the koruna higher after the 
interest rate cut was 
announced. The currency 
ended European trading at 
K617.843, up from K617.885 
on Mioaday. 

Some market participants 
expressed their surprise that 
the koruna strengthened 
after the cuts in interest 
rates. 

But J eft Woodruff, cur- 
rency strategist at BankBos- 
ton in London, said the mar- 
ket’s reaction was perfectly 
rat ional “Emerging markets 
don’t really conform to tradi- 

■ OTHBt CURRENCIES 
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tional thinkin g,” he said. 
“Markets focus less on the 
immediate yield differences 
and more on the longer-term 
prospects for the economy." 

hi this case, the cuts were 
seen as evidence that the 
Czech authorities had seen 
off inflatio n which has tra- 
ditionally plagued eastern 
European economies, said 
Mr Woodruff. This meant 
that the country was better 
placed to go into the next 
few years looking like a 
potential contender for EMU. 
he added. 

■ The Polish central bank 
was also busy yesterday, 
redefining the bundle of cur- 
rencies against which the 
value of the zloty is pegged. 

Previously, the basket 
comprised 45 per cent dol- 
lars, 45 per cent D-Marks and 
other continental currencies 
and 10 per cent sterling. Yes- 
terdaythe euro displaced 
sterling to make up 55 per 
cent of the total with the dol- 
lar, remaining at 45 per cent 
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COMMODITIES & AGRIC ULTURE 

COCOA PRICES RISE AS GROWERS SWITCH TO PALM OIL AND COMPETITION FOR EXPORTS_INCREASES 1 

Malaysian processors cut output after poor crop 

__ m m il a. Al.. m 


By TJL Tan In Kuala Lumpur 

More than a year after the 
start or the Asian financial 
crisis. Malaysia's cocoa pro- 
cessors have dramatically 
reduced production, as cocoa 
processing: has become 
unprofitable. Cocoa is Malay- 
sia's third most important 
agricultural product after 
palm oil and rubber. 

According to the Malay- 
sian Cocoa Board (MCB). the 
country’s 10 processors can 
deal with 1-15,000 tonnes of 
beans a year, but process 
less than 100,000 tonnes. 
Those tbat expanded capac- 
ity in the past few years to 


achieve economies of scale 
are running at less than 50 
per cent of capacity. 

Processors are suffering 
losses because of the high 
price of beans. The price has 
doubled in ringgit terms to 
MS5 ,000 fUS$Ul6) a tonne as 
a result of the devaluation or 
the Malaysian currency and 
tight supply in the region, 
and because of slack export 
demand for cocoa butter, 
used to make chocolates. 

A poor harvest in Sabah in 
east Malaysia, a vital grow- 
ing area, has brought an 
acute shortage of domestic 
beans. Yields in the second 
crop (September-Derember) 


have improved from the first 
half of 1998. when the £1 
Nifio-related drought 

severely affected the devel- 
opment of beans, but they 
are stQl less than one tonne 
a hectare a year in many 
estates. 

Output in parts of Sabah 
has fallen by 50 per cent 
year-on-year. To fulfil their 
requirements, processors 
have stepped up imports 
from mainly Indonesia as 
well as Papua New Guinea, 
Ghana, the Ivory Coast and 
Nigeria. Supply from Indon- 
esia. however. Is erratic, 
with farmers apparently 
holding their stock back in 


expectation of better prices 
after the recent strengthen- 
ing of the rupiah. 

Sulawesi, another cocoa 
growing area, has been 
affected by heavy rains. 
These have caused a high 
level of beans in the Octaber- 
February crop to turn 
mouldy. The beans are also 
not properly fermented. 

Competition for Indone- 
sian beans has Intensified 
with Brazil importing 21,000 
tonnes to meet its shortfall. 
According to the Indonesian 
Cocoa Association. Indones- 
ia's cocoa output totalled 

310,000 tonnes in 1997-98 
(October-September) and 


A mine of crystal-clear information 


Light has been shed on the murky mineral extraction business, says Gillian O’Connor 

H eraclitus, the Greek phi- the gold (or whatever the the operation, they do a bit map; now it is a honeyi 
losopher. was the first relevant mineral is) can more drilling to add credibtl- Russia is open again. 1 
to broadcast the idea probably or possibly be dug ity to the expansion plan, arguably too unstable 


H eraclitus, tbe Greek phi- 
losopher. was the first 
to broadcast the idea 
that everything is in a per- 
manent state of flux: you 
cannot step twice into the 
same river. 

George Soros, tbe hedge 
fund manager, made it one 
of the cornerstones of his 
theory of reflexivity: there 
are no constants; investor 
perceptions, share prices 
and companies all influence 
and are influenced by each 
other. 

Pbillip Crowson takes the 
same theme in his book. 
Inside Mining. But his expo- 
sition of metal market mech- 
anisms is mercifully far 
clearer than Mr Soros’s dis- 
cussion of the workings of 
financial markets. 

Take the fundamental 
question of a mining compa- 
ny's resources and reserves 
of minerals. Very crudely, 
calling something a 
“resource" means that you 
know or suspect that there is 
gold in them thar hills, but 
do not know whether it can 
be got out profitably given 
present technology. Calling 
part of a resource a 
“reserve" means that you 
have tested this part, and 


the gold (or whatever the 
relevant mineral is) can 
probably or possibly be dug 
out profitably in the foresee- 
able future. 

As the graphic (right) 
shows, there are several dif- 
ferent categories of 
resources and reserves, 
depending on bow thor- 
oughly you have investi- 
gated them and on whether 
it looks worth extracting the 
minerals. An undiscovered 
resource categorised as 
“speculative" is about as iffy 
as you can get Even if part 
of a resource counts as a 
reserve, it may still be “mar- 
ginal". which means tbe 
mineral may not be worth 
extracting. 

But that is not the end of 
It The fact that a resource is 
categorised as speculative 
does not necessarily mean 
that it will stay in limbo for 
ever. 

Mining companies tend to 
work on a hand-to-mouth 
basis. Drilling (to measure 
the ore body) Is expensive, 
so they stop drilling once 
they have demonstrated suf- 
ficient reserves to justify 
their planned mining 
operations. 

When they want to extend 


the operation, they do a bit 
more dr illing to add credibil- 
ity to the expansion plan. 
And although initial reports 
may suggest that the mine 
only has enough reserves to 
support another 10 years' 
operations, subsequent dril- 
ling may extend its lifespan 
by many years. 

Reserves may also 
increase (or decrease) over- 
night, because changes in 
prices, costs or technology 
turn a marginal reserve into 
an economic one and a sub- 
economic resource into a 
marginal reserve (or vice 
versa). 


T be effects of such 
changes often vary from 
one locality to another 
low grade deposits may 
become worth digging out in 
a low-wage economy, but 
remain uneconomic in a 
high-wage one. 

And then there are poli- 
tics. The viability of 
resources also depends on 
their accessibility: whether 
they are in a country whose 
government appears willing 
and able to allow mining 
companies to develop them 
profitably. Latin America 
used to be effectively off the 


map; now it is a honeypoL 
Russia is open again, but 
arguably too unstable to 
attract investment 

All this explains why the 
US Geological Survey Insists 
that “resources must be con- 
tinuously reassessed in the 
light of new geological 
knowledge, of progress in 
science and technology, and 
of shifts in economic and 
political conditions". Or as 
Heraclitus might have put it 
“You cannot step twice into 
the same mine." 

Mr Crowson, who retired 
recently as chief economist 
of Rio Tlnto, is scathing 
about the present desire for 
simplistic “soundbite analy- 
sis", and reliance on comput- 
er-generated models which 
can confuse rather than illu- 
minate. A trend is a 
trend... until it stops being 
a trend. 

Sometimes seemingly well- 
established trends are 
knocked off track by unfore- 
seen developments. The 
1970s oil price shock is the 
classic example. But appar- 
ent trends are often dis- 
turbed in more subtle ways. 
“Most facets of any dynamic 
industry interact often 
through complex 


may reach 34l.ooo tonnes in 
1998-99 owing to an expan- 
sion in cocoa-growing areas 
prompted by high prices. 

About 70 per cent of Indon- 
esia's beans are exported. 
Supply of African beans is 

more stable, but processors 
have complained about poor 
bean size and high freight 
costs. Malaysian output has 
also been affected by planta- 
tions turning cocoa growing 
areas over to palm oil, 
although the MCB says the 
rate of conversion has 
slowed. Golden Hope Planta- 
tions. one of Malaysia's lead- 
ing plantation firms, has 
almost completed replanting 


cocoa with palm oil in 

Sabah- 

Small fanners account for 
60 per rent of the total area 
planted with cocoa. To 
increase output, tbe MCB 
launched a programme 
to rehabilitate 29,000 hect- 
ares of unproductive cocoa 
farms. Tbe first phase, cost- 
ing MSlOm, ends in 2000. It 
involves teaching farmers 
the proper use of fertilisers 
and how to improve forming 
methods. The board hopes to 
Increase the yield from 0.5 
tonnes a hectare a year to at 
least 1+5 tonnes. 

Farms in DatU and 

Tawau in Sabah have 
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loops . . . and . . . many trends 
cany the seeds of their own 
reversal." 

Prices can influence 
demand, often irreversibly. 
For example, when specula- 
tors pushed the price of sil- 
ver up at the end of the 
1970s, ordinary people 
queued at the silversmiths to 
sell their silverware, and 
photographic labs started to 
take recycling seriously. 
Within a few years the pho- 
tographic industry's usage of 


silver was a fifth lower than 
before the rise. New technol- 
ogy is another factor that 
can knock existing trends 
out of their channels. Some- 
times its development Is 
itself triggered by price rises. 
For it is only worth search- 
ing for a new way of doing 
things when the old one 
becomes unacceptably 
expensive. 

What is particularly 
appealing about this book is 
that, barring a nasty rash of 


5catteigrams early on, it is 
bard to tell it was written by 
an economist. Most of it is 
based on the author's own 
observations, and it is full of 
concrete examples. 

Inside Mining, The Econom- 
ics of the Supply and 
Demand of Minerals and 
Metals, by Phillip Crowson 
from Mining Journal Books 
Ltd, PO Bax 10, Edenb ridge, 
Kent TN8 5NB, UK. Tel: <+44 j 
1732) 864333; e-mail: 

book5@mining-journal.com. 


responded well to the pro- 
gramme and output has 
increased threefold. The 
board hopes to expand the 
programme early next cen- 
tury in unp roductive areas 
in Sabah, Pahang and Perak. 

Because of low production, 

Malaysian exports of cocoa 
beans will total less than 

20.000 tonnes this year com- 
pared with 33,000 in 1997. 

According to the MCB, 
output of Malaysian cocoa 
beans will- be less than 

100.000 tonnes this year, 
slightly down on last year 
and substantially lower than 
the 1996 level of 120,000 
tonnes. 


Gold 
falls on 
thin 
trading 

marktors^rt 

By Caroline Fossay 


Gold reached its lowest level 
in 14 weeks when it was 
"fixed" at *287.25 a troy 
ounce In the afternoon on 
the London Bullion Market 
This was its lowest since 
September 10 and was 51.45 
down on its morning “fix". 

Dealers put its fall down to 
thin trading. 

Production of platinum 
will be interrupted after 
South Africa's National 
Union of Mineworkers said 
there would be a strike 
today at Anglo American 
Platinum (Amplats). 
Amplats is the world’s big- 
gest producer of platinum, 
with an output of 1.89m 
ounces of refined platinum 
in the year to June 30. 

About 10,000 workers are 
expected to strike after nego- 
tiations to find an indepen- 
dent arbitrator to mediate at 
pay talks broke down. The 
trade union wants an 8 per 
cent rise, while management 
is proposing 4.5 per cent 

Oil moved above *10 a bar- 
rel in London yesterday. The 
February benchmark con- 
tract reached *10.05 on the 
International Petroleum 
Exchange before foiling to 
*956. 

The contract hit a 12-year 
low on Monday after US4ed 
air strikes on Iraq were 
stopped. A world oil glut has 
not been helped by Iran say- 
ing yesterday it would main- 
tain its current production 
of 3.6m barrels a day. 

Meanwhile, March's cocoa 
contract closed £5 up at £909 
a tonne, ending a three-day 
run of losses on the London 
International Financial 
Futures and Options 
Exchange. It was trading at 
£932 a tonne early last week. 

The March robusta coffee 
contract closed $13 up at 
*1,773 a tonne on Iiffe. This 
ended several days of losses 
after it closed at $1,820 a 
tonne last Thursday. 
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3810-20 

3880-85 

MOMbw 


392013875 

AM Wtaul 

1K5-35 

3895-900 

WTO .lw? 


3900-05 

Opre mi 

68566 


Total <ls* wiww 

I4VI6 


M 1W Spa tw«?l 




Ota* 5125-35 5135-45 

Pk-woui 515565 5160-70 

«0M» 51605125 

AM Qffcul 5115-20 5125-30 

fcrtr a DSC 5135-40 

Open in 19JE7 

low Urt tumrni 5,746 

■ awe, mcm Mgi gwta a p« ami 

035P 941-2 

Prr**w5 9435-15 

HuTUmi 

AM Office* 940-ML5 

Art 1 daaf 

Ppm an 83.170 

law affiv tuflCTB 12.156 

a COP PER QTMB A i5 (Ct fonaej 


Eetuhf SFteotr 



jario-Wfio 


Ppoang 

a&roOBa) 


Mmog fa 

298 J0 71.74 

39161 

AUBimon ft( 

28725 in.19 

39224 

Day's ttgh 

0900-28940 


Day s Lira 

ataajjo 


PrnttS to 

33700920 


in LM Min CaN Lmteg Mm (Vb usa 

1 udhCi 

-.-3.90 6 mam ._ 

168 

rmodht 

3watt8+— » 

—. 389 12 mite . 
— -JLB8 

J4T 

Stare Fta 

ptaoy oi US eta equrr 

Spot 

29081 

48950 

Sftnr (Aorttaa oitaa 


1 mrarth ... 

- ...400 6 mosOB _ 

— 135 

2 monte ......... 

3 nwrtw 

- - 3 *5 12 mma _ 

ITS 

250 

OeU cobra 

(pice 

i *W» 

MtesrM 

397-301 

177-179 

Hew sowragn 

70-74 

42-44 



JM 

3432 

-05 

mo 

342.1 

1173 

5.710 

Otar 

276.75 

-1.75 28100 27600 

9,441 74,107 

MV 

1421 

+28 

1422 

1397 4,775 37061 

■ Fab 

29025+1250 20050 Z8.7O0 4.164 

19420 

Apr 

3465 

-or 

3495 

3445 

ZQ 94 

6595 

May 

28725 

-ZOO 29100 28L75 

647 11.725 

ote 

1440 

+24 

1442 

1420 1,405 16,648 

Apr 

36050+1.100 36075 35050 Z.1H 

9,040 

Jd 

3482 

-0.4 

3485 

3405 

10 

345 

Jd 

29&50 

-205 30060 29625 

101* 28.559 

Jd 

1484 

+25 

1467 

1444 115 5094 

Jon 

48050 +0025 48490 47400 1078 

6,147 

Oct 

3485 

-04 

3515 

351.5 

50 

1.053 

Sap 

306.75 

-1.75 3iaa 306.75 

■19 1068 

8m 

1487 

+25 

_ 

6 4050 

Jd 

51000 +4L700 51000 90.750 475 

3,732 

Total 





5J27 13JD4 

Dac 

319.50 

-200 32200 31900 

8 1074 

Dae 

1516 

+25 

- 

- 92 5,460 

Aug 

53075+0050 54.150 53000 373 

2,734 

■ PALLADIUM WfMEX ilfll Tnw az.: SHmy k) 


Total 



Tt/478 117J72 

Mar 

1540 

+25 

- 

- - 6075 

Oct 

5X900+0250 53000 52.750 236 

1090 



1 nil 



m 

reg 

■ MAIZE CST BLOOD In aria, centos* tusM 

Total 




8/483 7BJM3 

Tdd 

7023 

43981 

Mir 

310.90 

-1.00 315.00 30750 

»u 

212 

2MD 

Mre 

21900 

- 22000 21800 28.752177022 

M COCOA (ECO) (SOfraAom) 


M POM BBLN5 CUE (40000IK cantsflN) 


JM 

30450 

-1 so 

- 

- 

- 

54 

Hay 

226.50 

-005 22800 22600 

4.87T 50,782 

Dio 21 



Pifc* Pw*+ day 

M 

41950 +0,175 4X175 41.190 1j667 

4922 

TOW 





212 

2J53 

Jd 

23225 

-0.75 234^5 23200 

2019 58,139 

Da*y — 



. 104755 1Q63j>7 

Mar 

41975+0400 42900 41950 231 

1.156 


■ SU-VHI COMBI (5J00 iwy KJ CMMay BU 

04C 4ST.4 *13 «ao 4850 2 49 

Jan 488.7 +1J 491 0 488 0 3 SI 

Mar 4919 +13 456.0 4860 4.829 51.604 

M*| 495.1 +1.3 496 0 491.5 18 6 574 

M W.0 +1.3 500.0 494.0 II 6405 

Sap 5t»fl *13 - - 83 1,577 

4J30 78,184 


ENERGY 

■ CRUDE on. HTKPt (1 DM bards. SAuneti 

u*w Bay 1 * opaa 

prka donga Mgb low Vol tat 

Fat 1117 *0.15 113 1698 72.177 llBLSe 

Mar 11.47 *014 1152 1130 11234 E.543 

Apr 1176 +0.TS 11.78 11.61 6918 30.341 

Uff 12D5 *0.17 12.05 11.88 2.462 24.626 

Jon 1236 *0-14 12J9 3.728 £4.433 

Jut 12.48 *01? 1252 1276 1473 22.619 

TUaf 15*541488949 

M CROOEOft. FE (Sfamri) 


lier 1447-43 J477-78 

Prcvous 1 4+0 5-4 1 .5 t4n-73 

Konioa 1482/1470 

AM Official 14425-43 1472 5-73 

Knt eter 1477-78 

Dorn at 1M.75B 

Tow ddy awn 55.668 

M UK AM nnew C/S Mk 1-8809 

IHE Cfadag VS Ota 1.5780 

Sftt 1677 3 iritis 16731 & wftj 16712 9 rate tffl* 


■ MB! SHAPE CflFFglrCOtBO 

Sea Dan Qpan 

P*» ebaraga Wgt Lm M w 

Dac 65 40 *035 65 TO 6530 915 G80 

Jm 6585 *035 6600 6556 642 1960 

F4b 6635 *0.35 6645 66 20 143 2.060 

Mar 68 80 +035 67 10 66.15 2.4* 47583 

Apr G7.1S *035 6735 66 80 45 1.498 

MW 6755 *040 6780 67.10 159 5.942 
TMM MBQ TriJHO 

PRECIOUS METALS 

■ (JONDOK BtKUOK MARKET 
iTTitts aaotrt Pit « M RmncMd) 



BP* 

Dai 4 ! 



Open 


prtca ctongi 

High 

Low 

VUI M 

Fab 

9* 

+0J1 

1005 

990 14.992 85923 

Mar 

10.11 

*0.20 

1020 

998 12903 37.445 

Apr 

1016 

+0 20 

ia*3 

1026 

1.741 18418 

MM 

1063 

+(L22 

10.63 

10 52 

404 1X591 

•taw 

1086 

*019 

1092 

10.78 

1937 29.978 

Jd 

1093 

- 

- 

_ 

- 6,449 

T«d 
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■ HEATtMG OIL KMX (42900 US <fOt: tUS <fs fc: 


Luted 

Day 4 * 



Op* 


pnea dtang* High 

Low 

VU Mt 

Jm 

3190 

*0.16 

3Z25 

31 70 18.939 36.862 

Fab 

3290 

*0 05 

3325 

32 70 13.754 46,105 

Mw 

3380 

+025 

3395 

33 40 

2608 22.853 

Apr 

3425 

*0.40 

3425 

33W 

2476 15.853 

May 

34.70 

.090 

34.70 

3465 

908 10237 

Jon 

35 JS 

+0 30 

3560 

3535 

1,179 10.872 


■ cas oa. n enma 

Sdt Darn Opaa 

price ctaage Hgt Ira W H 

Jan 9* 75 *125 9525 9330 6.838 36381 

flk 9755 +125 97.50 96 25 4.693 25.945 

Ms 93.50 *«D0 99 75 98JJ0 725 14.595 

Apr 101.2S +050 101 50 100 re 473 &B63 

May 10330 +050 104 00 IO3J00 Z3B 4574 

Jm 105.50 +0 75 10650 1 05.25 449 10.903 

Total 14574141,130 

M NAHMML 6AS ffEilM tens, proper ftjffli 
Jm 13610 -0300 13650 13600 100 4.C6Q 

fab 13350 -0450 11450 133W 255 E IDO 

Total 796 36,120 

M HATOUM, BAS KWBt 110300 bcbRil. Slim**, ) 

laud floyt Opm 

prtca ctaage Ngh Low VU M 
■Mn 1.940-0007 1 970 1510 A1.800 46,087 

U 1.910 -000S 1565 1.910 16570 39.794 

Ms 1330 -0011 I960 1310 B.4S8 29582 

Apr 1905-0011 1930 1995 5.818 16.587 

May 1315 -0015 1340 1310 2330 11393 

•ka t.925 -4C22 1965 1325 1.431 12.46* 

8192S2S89J4 


■ IMJEAKD GASOUNE 
Hwewmoreadi: eifiBrib) 


Utad Dafk 
prtca change wgn 

3390 -004 33.45 
34.70 +014 3530 
36.10 *014 301 
39 50 +H25 39.50 
4040 *015 40.40 
4190 - 41.30 


Ira IM H 

32.75 10.698 2B3S2 
3438 7.430 26.556 
3595 1.948 93Q6 
3950 1.176 11595 
40,40 1.137 11,665 
4190 332 8X19 

05217106945 


Sep 23930 -025 24050 23930 1,425 12*451 

One 24430 -030 246.00 24425 1.550 27,701 

Kar 25235 -0.75 25355 25100 167 1/471 

Total 31,749 3Z7J01 

■ BAHLET UFFE 1 100 awwa: E per tome) 

Jm 76 JK -025 7630 7630 24 228 

Us 76.15 -035 7630 78.00 25 518 

Kay 79.65 42 

Eep 7890 -025 25 

Nor 8090 -025 45 

Total 48 076 

M SOTABEAIB COT SJOttM aaa; ccntoffiOti pusM 

Jm 54525 -430 55290 544,75 25952 40,118 

Ms 55025 -175 55790 55000 16.431 40557 

May 557.75 -330 564.50 55725 ZJ636 15/470 

Jd 55250 -2.75 56950 56290 3955 21504 

tag 56330 -430 57050 56300 309 4.S5Z 

Sap 56430 - 56000 56430 75 036 

Total 6033314*3*1 

■ SOTPBEAH 00. CBT ffiO.OOOPto: DM88AB) 

JM ?3.U *001 2135 £3,13 14.059 £3935 

Ms 2147 *0.12 2360 2330 17929 39992 

May 23.75 +0.19 2330 2395 5.122 16959 

Jot 2390 +CA7 24W Z33S 1387 16932 

Aag 2430 +017 24.15 2395 760 3,545 

Sap 2437 +0 16 24.18 2435 1.136 2569 

Total 44^83 108332 

■ 8DTA86IW MEAL CBT nw tm. SAM) 

JM 1429 -1 7 1455 1425 13,170 33536 

Ms 14X3 -2.1 1454 1425 7900 38,628 

Hay 144 3 -22 1*72 1442 1599 14.723 

Jd 1465 -21 1495 1465 1577 19362 

Aug 1482 -15 1*99 1482 112 4553 

Sap 1492 -1.1 1515 I4S2 95 4.339 

Total 25591 

M TOTAToes UffE (20 tonoes £ par tomtl 

Us 3410 - 

Apr 3195 +25 3195 3123 71 2358 

May 3295 +25 - - 29 

Jm 3395 *25 

ND* 850 3 

Tdd 71 2956 

M rnafiHT flfffao [5TE ISHMrate part) 

Jm S15 -4 BIS 815 4 498 

Tab 830 -9 B30 830 4 109 

Apr 925 -S 930 930 2 908 

Jd 815 - - - - 45Q 

Od 920 +10 - - - 381 

TotM 10 2/W 

Cfaaa Plan 
OH 80S 813 

PULP AND PAPER 

■ wlpbc om mss 24 aoay am* 

s*a Day*. 5«" 

prtea danga W96 ton Vd U 
Mar 41530 _ 407 

Jm 43530 +130 - 101 

TOM 3 *10 

FUTURES DATA 

as floats era appro by am. 


T®a from 0» Tea Boktas’ Association 
ll wrtj i im Strong ganenri demand contin- 
ued. Brighter SPI'a wem dearer by about 
B to 15 cants while me dh aa s appreciated 
tv about 5» 1! cane. Neater Jews' 
mecSums were cmt la dearer. Neater plai- 
ner sorts were about 3 ta 10 eana up but 
poorty made ins were low by ip to 10 
cants. Brightar and s» (MO turn PF l"» aw 
fcmwtarty dearer. FWner sorts wire irregu- 
lar tret overall firm. Selected Ones of bed 
Pduata worn again dearer with Other 
brighter sorts wry irregular. Msduna of a B 
categories woe dero by about 5 to 15 
oenta. Boner sorts were firm to 10 cants 


M CWHfcUffl-BtonnwWnnid 

JM 1835 +1S 1855 1015 1574 11973 
MV 1775 +15 17B8 1755 2505 22,018 

May 1729 +14 1737 1709 484 7598 

Jd 1713 +14 1710 1693 57 1572 

Sap 1007 +14 - - - 664 

Hoi 1601 +14 - - - 253 

To tal 4,900 43JHS 

M COFFEE T!* CSCE (375000*; centatet 

Ms 1 1635 +000 117JD 11425 7593 24585 

May 11730 +130 118.00 11 530 954 5587 

Jd 117.76 +125 11625 11630 212 1491 

Sap 11850 +1.40 - 18 1584 

Dec 11950 +1.70 11930 11730 74 761 

Ms 12050 +230 11630 11730 1 62 

Total 4090 35574 

M COFFEE pan MS grts/pound) 

D#e 21 Pm. day 

Canp. tbOy 10051 10251 

15 day amaga 10056 10054 

■ WOTC5W5M UFFE 150 tarns; SAmw) 


Mar 

2349 

-4L3 

2369 

2339 2990 18904 

Atay 

23M 

tOJ 

are-; 

234JB 

487 798 5 

Aag 

2349 

-0.1 

2353 

234 9 

27 5989 

Od 

2255 

-08 

2299 

2279 

93 4909 

Dac 

roil 

-1.3 

_ 

- 

- 584 

Mre 

2369 

-1.1 

2373 

2273 

2 854 

Total 





29» 37,118 

■ SUGAR nr CSCE (11Z.00QB« canMdl 

Mar 

798 

+096 

794 

7.4219,785 77978 

MW 

797 

+095 

7.72 

733 3965 21941 

Jd 

799 

+098 

794 

748 1302 21996 

Oct 

7.79 

♦094 

797 

798 

755 15.815 

■re 

605 

+094 

8.15 

8.00 

2S5 9.88B 

May 

611 

+094 

6.10 

895 

102 £140 

Total 




2533* 10.147 

■ C0TTW WCE (54000BE: ctnated 


Mre 

6193 

-099 

6190 

0090 2.17B 35332 

May 

62.10 

-0.70 

8290 

6195 

322 15,751 

Jd 

8390 

-0.73 

63.15 

6290 

47611960 

0d 

8590 

-080 

65.15 

0490 

20 1350 

Dec 

68.15 

-0.60 

6640 

8G9S 

200 11902 

Mre 

6795 

-090 

6790 

6730 

30 962 

laid 





334 77976 

■ 0RAK JUKE HTCE rtSOOObs carta*rt 

Jm 

10390 

+090 10690 102.75 1953 9964 

Mre 

103J5 

+045 10790 105.10 

770 10.123 

May 

10795 

+095 10890 10790 

48 2979 

Jd 

10895 

+095 10890 10890 

22 1948 

Sap 

10935 

+095 10890 10990 

2 210 

■or 

110-95 

+095 

— 

— 

43 531 

Trial 
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4an WBSO ad iutm aaa stam lor aanco 
vatrt on com©, unfix, cet, kyce. cm. csce 

and K Crude m m one itty to areas wans & 
0pm ksemd tatata are tar afl ftadad manffia. 


INDICES 

■ BsdsagaM;18W31 -1001 

Dae 22 Dec a isstt aga" 

M8T3 14735 14683 

■ CM Maras 1967 = 11X8 
Dm 21 Dm 18 Basil qpi 
18628 1BOS7 

■ asaspdfBMgigTOa 100? 

Dm 2! Dac 18 saarib an 

12689 13130 13929 

LME HMBOBE SRKXE ftasm) - 


MMUiaa * 

+7.175 

9 

61730 

AUMm ritor 

*603 

to 

9530 

Ccppra 

+0900 

9 

508300 

IMA . 

see 

31 

109375 

MeW 

- 

a 

84988 

Ztae 

130 

to 

318950 

Til 

+35 

tt 

7325 


43550+0575 44500 43300 92 

45300-0100 45400 44 330 142 
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LONDON TRADED OPTIONS 

SMv pries S tans — CaBa— — P 


(393%i LIE 

1250 

1300 

1350 

N COPES! 

(Grade A) LME 

1400 

1500 

1600 

■ COFFEE UFFE 

1700 

1750 

1800 

■ COCO* LITE 

675 

eoa 

925 

■ BHBfTCmiE FE 

SO 

1000 

1050 


Mi Hay Feb May 

24 53 30 41 

8 32 64 08 

2 17 108 103 

Fab May Mi Hay 

B3 12S 14 32 

27 68 58 73 

5 33 135 136 

Jan Mar Jut Mar 

244 123 1 48 

104 86 1 71 

144 73 1 98 

Dec Mr Ok Itar 

100 - 1 

75 38 1 29 

50 26 1 42 

Jar FA Jn Fb 


LONDON SPOT MARKETS 
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Bred Brad (dated) 5ELBS-091 *023 
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4630p +025 

RuttarlMV 4&5(ta +02S 

Attar fld IBS M>1/ 25001m -130 

Coam 00 (Pl*§ 787* -25 

Pltai 01 MfcyjS 5900 *0 

Otanrms 48031 

SowOeaw (W) 185# -zs 

Cmw MtoXX Ma S83S 

WodtofB (Me Swa) 31 Sp 
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The FT Christmas Crossword, set by 
Cinephile, will appear in tomorrow’s FT 
Weekend section 

For solutions to today’s crossword call 0891 430060. 
Calls cost 50p a minute. 


CROSSWORD 

No .9^72” Set by DOGBERR Y 



ACROSS 

1 Like tbe lyricist to put juice 
cm fried chip (7) 

5 Overcharge including Kip- 
ling's work in critical anal- 
ysis (7) 

9 Bunged up with sodium 
nitrate perhaps endlessly 
(5) 

10 L eave shore backwards 
pursuing beast with flow- 
ers (9) 

11 Source of catastrophe when 
very large starter's unfin- 
ished (9) 

12 When to return defunct 
bird to tbe archipelago (5) 

13 Storage space on which to 
find singles (5) 

15 Make up is to beautify 
externally (9) 

18 Find dance by flare-light (9) 

19 Second person classically 
cm the brink of a bloomer 
(5) 

21 Live premiere of bassoon 
piece in Ja® idiom (5) 

23 DWded about writer being 
made ready to write (9) 

25 Arrangement of canon’s 
not harmonious (9) 

26 Occupied with material? (6} 

27 Manchu entering the stand 
at Keats’s death say (7) 

28 German’s also in tbe list 
for building (7) 

DOWN 

1 Immaculate -saint getting 
out more? (7) 

2 Tom's about to excel at 
wing bossy (9) 

3 He embraces everyone in 
tbe band (5) 


4 Audibly disgusted at staple 
making mark (9) 

5 Few carrying many from 
the battlefield (5) 

6 Seasonal spirit may disap- 
point (4-5) 

7 In Brindisi “Dio mio!" is a 
typical remark (5) 

8 Carry weight and property 
(7) 

14 Deceive academic holding 
nothing to be infallible (9) 

16 Team prays for replace- 
ment of director of finance 
(9) 

17 Throw it around playing 
for London borough (9) 

15 Hopelessly becalmed - not 
beg inn i ng to move - it’s a 
fiasco (7) 

20 Ed gets up and about in tbe 
nether regions (7) 

22 Reward for befog born to 
duty (5) 

23 Minor retail outlet for jam 
(5) 

24 Propose to one occupying 
situation (5) 

Solution 9,871 
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LONDON STOCK EXCHANGE 


/ Profit takers move in on the market leaders 


FTSEAH'Sharetatex 


Equity stwwtra^ 
Tumworfiy «*»» W BUj fr 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 

A sequence of five straight 
winning performances by 
London’s benc hmar k index, 
the FTSE loo, culminating in 
Monday's 134-point upsurge, 
came to a halt yesterday as 
profit-takers moved in. 

But the weakness in the 
leaders did not spread into 
the rest of the market where 
the second-and third-line 
stocks maintained their 
progress into a fifth session. 

At the close of a day that 
tended to confirm turnover 


is set to dribble away to 
nothing in the run-up to the 
Christmas holiday, the FTSE 
100 index finished trading on 
a quiet note. 

Dealers in London said 

there was a market-wide 
feeling that, at last, activity 
was set to run down before 
the Christmas holiday, 
which comes ahead of the 
launch of the euro, one of 
the factors that have appar- 
ently choked aft much of the 
international business that 
would have been driving 
London stocks. 

The FTSE 100 index ended 
the day a net 33.2 off at 
5,543.3. a sharp reversal from 


its early performance which 
saw the index threatening 
the 5,900 level after the 
exhilarating performance of 
Wall Street overnight. The 
Daw Jones Industrial Aver- 
age had raced up 180 points 
before coming off sharply 
late in the session to finish 
85 points up on the session. 

At its best the FTSE 100 
came within 7 points of pen- 
etrating the 5,900 leveL 

The FTSE 250, meanwhile, 
settled a net 20.4 higher at 
4.7635. not fax short of the 
session high of 4,76 7.7. up 
245. And the FTSE Small- 
Cap, which has lagged both 
the FTSE 100 and 250 indices 


this year, delivered a good 
performance, ending the day 
a net 9.1 ahead at 2,031.6. 

The underlying trend in 
the London stock market 
remained mostly positive, 
dealers said, with the pros- 
pect of more big bid and 
mergers thought to be 
underpinning market senti- 
ment. 

Wall Street’s rather tenta- 
tive showing yesterday, 
when the Dow looked to be 
struggling to make further 
progress, was one factor 
restraining London. But the 
Dow was showing signs of 
making progress an hour 
after London closed its trad- 


ing books, when the US 
benchmark posted an 18- 
point gain. 

Sentiment in. London was 
never over-optimistic, with 
Tew dealers expecting the 
last couple of trading ses- 
sions in London to bring 
anything but routine busi- 
ness In the stock market 

The meeting of the US 
Federal Reserve’s open mar- 
ket committee, while not 
entirely ruling out the possi- 
bility of another reduction in 
interest rates, was mostly 
seen as leaving rates an hold 
although a cut next month 
was viewed as a real possi- 
bility. 


There was no shortage of 
individual winners to Lon* 
don, especially across the 
front- line stocks, where Lad- 
broke took pride of place 
after tie well-received news 
of the sale of the Corals 
rfiain for 2390m. 

That was well above the 
e xpe cte d price and a move 
which saw Ladbroke retain 
the 58 extremely lucrative 
bookmaking shops In the 
Irish Republic and Jersey. 
**A fantastic deal for Lad- 
broke,” said one specialist. 

Turnover In equities 
tended to shrink, reaching 
750.6m shares at 6pm. well 
down on recent levels. 
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CSFB 
wishes on 
3i star 

COMPANi^REPORT 

By Peter John, Joel Kbazo 
and Martin Brice 


Venture capitalist group 31 
rose 12': to 571 ‘/ : p as Credit 
Suisse First Boston featured 
the stock as its principal 
equity choice for next year. 

The broker believes 
smaller companies are the 
best investment in a failing 
interest rate environment 
and 3i was the best way into 
the smaller companies. 

"It has a long-term record 
of beating the SmallCap 
index by 4-5 per cent per 
annum and. as a Footsie 
stock, does not have the 
liquidity constraints of 
direct exposure to smaller 
companies." 

The broker also recom- 
mended British Aerospace. 
Dixons. Granada and Ocean 
Group. 

SmithKline Beech am lifted 
16 '. a to 793* s p as the US Food 
and Drug Administration 
approved the group's Lyme- 
rix vaccine against Lyme 
disease, an illness carried by 
ticks that can cause rashes 
and fever and lead to arthri- 
tis or heart trouble. 

Analysts reckon the vac- 
cine will generate sales of up 
to 3400m a year. James 
Culverwell at Merrill Lynch 
commented: “This is one of 
their most exciting new vac- 


cines and it could surprise 
on the upside." 

SmithKline bad been com- 
peting against a subsidiary 
of Rbone-Poulenc to get the 
drug on the market 
Gaming and hotels com- 
pany Ladbroke Group 
cheered the market yester- 
day with confirmation of a 
£390m sale of the Coral chain 
of betting shops to Morgan 
Grenfell Private Equity. 

Buyers piled into the stock 
as sector specialists high- 
lighted the fact that the 
price Ladbroke had received 
for the 827-strong chain was 
well above the most optimis- 
tic expectations. 

Bruce Jones, leisure ana- 


lyst at Merrill Lynch, one of 
the company's two brokers, 
said Ladbroke had managed 
to achieve a high price for 
the chain because of what 
effectively became an auc- 
tion for Corals. 

He added: “Ladbroke have 
had a year of good profits 
from Coral, sold it for more 
than they paid and kept 
shops in Ireland and Jersey.” 

Yesterday the shares 
closed closed 13 or 5.78 per 
cent ahead at 238p, after 
trade of 8Jtm. 

The continuing saga of 
defence industry consolida- 
tion took a twist as GEC 
announced it was to split its 
defence and aerospace 
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operations. The shares, 
which have risen from 362p 
this year on hopes of corpo- 
rate action, eased 18'A to 
537%p in -moderate volume of 
3.2m. 

There was talk among ana- 
lysts that the split simplified 
the structure of the company 
and could herald a merger 
with British Aerospace, 
which was off 4 at 527p. 

A profits downgrade from 
house broker CSFB because 
of the recent tobacco settle- 
ment in the US saw BAT off 
21 at 548p. The broker has 
retained its “buy" stance 
with a 652p price target. 

Two-way business in food 
retailer Somerfield left the 
shares 2 lighter at 380 Vkp. 

Accounting concerns have 
overhung the stock in the 
past month. However, ana- 
lysts at Dresdner Kteinwort 
Benson have discounted 
fears that Somerfield will 
have to take a £ 100 m hit 
when it reports full-year fig- 
ures. because of FRS12. The 
current-year profits consen- 
sus is £21 lm. 

The team at the broker 
said: “The concern is that 
the company wOl be forced 
to take up to £100m through 
the P&L.; Having spoken to 


ANGLO AMERICAN CORPORATION 
OF SOUTH AFRICA LIMITED 

{IiKnponmJ ta thr RrpubtK nf South Athol 
fVrram&inmvntwT Oi/OSXeVOS) 

("ifcr Corpooden*) 

NOTICE OF GENERAL MEETING 

Notice is hereby given that a general meeting of members of 
the Corporation will be held on the 18th Door. 55 Marshall 
Street, Johannesburg on Tuesday 19 January 1999 at 14:30, for 
the purposes of considering and, if deemed fit, of passing, with 
or without modification, die following ordinary resolutions 
Ordinary Resolution No. 1 

'That the tran&acUon described in paragraph 2 of the 
circular to members of the Corporation dated 
23 December 1998 forming part of the notice of general 
meeting proposing this resolution, relating to the 
agreements dated 1 7 December 1998 for the share, loan 
and joint venture interests, claims and rights Co be acquired 
by the Corporation from Dc Beers Consolidated Mines 
Limited ("DBCM'l and De Beers Centenary AG with 
effect from 1 January 1999, which agree m ents have been 
tabled at this meeting and initialled by the Chairman for 
purposes of identification, be he re b y approved and ratified 
hv a majority of shareholders other than DBCM and those 
of its associates which hold share in the Corporation bong: 

- De Been. Holdings fPty) Limited; and 

- The Diamond Corporation (Pty) Limited, 

as shall be determined and evidenced by a certificate signed 
by a director of the Corporation.’ 

Ordinary Resolution No. 2 

"That the directors of the Corporation be and are hereby 
authorised and empowered to take ail necessary steps and 
!i> undertake all such nutters and things as may be required 
to CMx-uti- and give effect to Ordinary Resolution No. 1 
A member entitled to attend and vote at the meeting is 
entitled to appoint a prosy or proxies to attend, speak and vote 
in his stead A prosy need not be a member of the 
Corporation. 

If required forms ol proxy are available from die Head Office 
and London office of the Corporation. 

By older of die Board 

PA Armstrong 
Secretary 

23 Ptvwnhcr 1 9PS 

Registered and Head Office 
44 Main Street 
Johannesburg 2001 


London Office: 
30 Ely Place 
London EC1N6QP 
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the company, the reversal 
will be treated as an excep- 
tional cost and not an oper- 
ating coat therefore have no 
effect on underlying profits 
before tax.” 

The broker believes the 
current price level provides 
“an excellent buying oppor- 
tunity”. 

Shell Transport firmed iy* 
to 362V&p as it was 
announced that a consor- 
tium. led by the 50 per cent 
stakeholder, had hit more a0 
in the Gulf af Mexico. 

Partner British-Borneo Oil 
and Gas said yesterday 
the discovery was in the Zia 
well and drilled to a depth of 
17,093ft. The well was 
suspended pending 
appraisal. Borneo shed 5 to 
107V4p. 

Sears bid 

The spotlight was on 
retailor Sears as the market 
reflected on the news that 
entrepreneur Philip Green's 
improved 340p-a -share hid 
approach had been rejected. 

After a volatile session, 
the shares closed just a 
penny firmer at 262 p. 

In the rest of the retailers, 
buyers were seen for several 
stocks in a sector that has 
fallen sharply in recent 
months. Fears about poor 
hig h street sales remain but 
bargain hunters were said to 
have been in the market yes- 
terday. 

Marks and Spencer, the 
subject of a spate of profit 
downgrades in recent ses- 
sion^, yesterday bounced 


11% to 408%p. Boots 
improved 13 to £10.40, while 
electrical goods retailer Dix- 
ons was up 29% to 821 %p. 

Hays enjoyed a strong 
market after a series of 
meetings with analysts. 
Forecasts were said to have 
been edged slightly up, 
alth ough the consensus of 
£233m for the year to June 
was thought to have been 
little changed. The stock, 
which has come down from 
5G6p earlier this year, gained 
7 to 472%p. 

Directors of Rexam, the 
paper and packaging group, 
took advantage of recent 
price falls to buy stock. 
Chief executive Rolf Boijes- 
son paid I69p each for 9,000 
shares, while non-executive 
David Tucker paid 165p each 
for 68£90 and finance direc- 
tor Michael Hartnall paid 
168 p each for 10 , 000 . 

In the past six months, the 
stock has fallen from more 

than 300 p to 152%p ■ and 
underperformed the FTSE 
All-Share by 40 per cent. 
Yesterday it firmed to I62p. 

British Airways was down 
12 to 37Sp, compounding its 
near 40 per cent under - 
performance of the FTSE 100 
in the past Six mnntha. . 

Negative sentiment on 
prospects for US airlines, 
said to have come from Mer- 
rill Lynch, spread across the 
Atlantic. The shares, winch 
were at 72Ip earlier this 
year, recently touched a 52- 
week low of 303%p. 

London Bridge Software 
gained 10 to £1230 as Dresd- 
ner Kleinwort Benson 
focused on the recent con- 
tract for debt management 
software signed with Chase, 
the US bank. 

The IT team at the broker 
said the deal had significant 
implications for the com- 
pany. The vast potential or 
the US market was likely to 
combine with the impor- 
tance of debt management 
software, as demand for 
Year 2000 work shrank, to 
make this an important part 
of LBS’s work. 
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Rockwell wishes 
its customers around the world 
Seasonal Greetings 
and a very Happy New Year. 
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Profit takers 
rub shine off 
high-tech rally 


MARKETS 


S TOC K 

Dax exporters boosted by stronger dollar 


AMERICAS 


Wall Street was mixed at 
midday as high-tech shares 
gave way on profit-taking 
while blue chips made only 
modest headway, writes John 
babaie in New York. 

By midsession, the Dow 
Jones Industrial Average 
had clambered back above 
the 9,000-point level. 

Modest selling was seen 
ahead of the Federal open 
market committee meeting, 
which as expected left rates 
unchanged. US Treasuries 
were weaker, with the 
benchmark 30-year bond fall- 
ing £ to 1Q2£. yielding 5.112 
per cent 

By early afternoon the 
Dow had gained 13.65 at 
9,002.50, while the Standard 
& Poor’s 500 index was down 
1.15 to 1.20L69. Cyclical con- 
sumer shares were the main 
movers in the Dow, with 
Coca Cola up $1V= to $87% 
and Procter & Gamble up 
$2 Vi at $89/3. But Goodyear 
Tire, another Dow member, 
fell Si S to 850% after Mor- 
gan Stanley cut the stock to 
a "neutral” rating from 
“strong buy". 

The Nasdaq composite was 
down 13.01 to 2,125.02 as 
major computer shares, 
ranging from Intel to Com- 
paq Computer fell back, one 
day after Monday's rally 
sent the Nasdaq and the S&P 
500 to new record closes. 


Semiconductor shares fell 
back, with Cypress Semicon- 
ductor down $% to 38g after 
Morgan Stanley cut the 
stock to “neutral’’. In the 
networking computer sector 
Cabletron Systems lost $£ to 
88 after the company 
reported quarterly results. 

Internet stocks continued 
higher, buoyed by online 
broker Ameritrade. which 
raised its outlook for quar- 
terly earnings. Ameritrade 
shares shot up $10% to $31%. 

Also bucking the tech 
trend was Apple Computer, 
which gained $1% to $36fi on 
a report that its iMac com- 
puter was the best selling 
retail personal computer in 
November. 

In the healthcare sector, 
Cigna was $1% higher to 
$78n after the company con- 
firmed it was in talks with 
Ace Limited. 

Southeby’s rose $2% to 
830% after Merrill Lynch 
raised its rating. 

TORONTO was mixed, but 
with a positive bias, at mid- 
session as investors took 
profits following the gain s of 
receat sessions. The TSE-3Q0 
composite index was 6.50 
higher at &387.50 in volume 
of 37m shares. 

Analysts noted that weak- 
ness in the gold sector had 
tempered the market's per- 
formance during morning 
trade, while the oil and gas 
sector was also lower. 


EUROPE 

Shares in FRANKFORT 
moved ahead for a second 
day. even after an early rise 

on Wall Street stalled, and 
the Xetra Dax Index closed 
with a rise of 52.77 or 1.1 per 
cent at 4,879.47. 

Dollar earners were helped 
by the continuing strength 
of the OS currency. Among 
the motor stocks, BMW. up 
11.2 per cent on Monday on 
speculation about a merger 
with Ford put on another 
DM20 to DML209. Volkswa- 
gen turned back from its 
best levels to close 40pfg 
higher at DM131. 

Most chemicals stocks also 
took advantage of the stron- 
ger dollar. BASF rose 



7he F7SE Eurotop 300 index feB 
1.78 or 0.15 per cant to 
1,1604)7. See Euro Prices page. 


DM64.45 and 
on DM3.90 to 


DM3.90 to 
Henkel put 
DM133.10. 

Unde, which put on DM78 
to DM953 was the biggest 


gainer among large-caps, but 
volume was low. 

Banks were weak, led 
down by HypoVereinshank, 
which gave up DM3.95 to 
DM232.55. 

Munich Re and Allianz 
continued to do well after 
Friday’s news that the insur- 
ance giants were to reshuffle 
their equity stakes in an 
effort to untangle a web of 
cross shareholdings. Munich 
Re rose DM28.50 to DM776 


and Allianz added DM14430 
to DM602. 

PARIS was higher on the 
last day of the December 
account with the CAC-40 
index registering a rise of 
17.06 at 3,820.47. 

France Telecom was sta- 
ble, up FEYL50 at FFr42&90. 
but below the day’s highs as 
the telecom regulator 
demanded a 14 per cent cut 
in 1999 interconnection rates 
- the rates France Telecom 


can charge its rivals for use 
of its network. 

Insurer Axa-UAP. which 
jumped 7 per cent on Mon- 
day after saying Its return 

on equity would be a better- 
than-expected 12 per cent 
this year, added another 
FFr25 to FFr780. 

Remy-Colntreau gave up 
part of Monday’s 15.5 per 
cent surge, which came in 
the wake of a rash of earn- 
ings and stock upgrades. The 
shares finished FFrU.40 or 
10 per cent lower at 

FFr10230. 

Engineering group Tech- 
nip TECF soared FFr38 or 841 
per cent to FFr464 as inves- 
tors applauded its acquisi- 
tion of two Mannesmann 
businesses for just under 
FFrSOOm that will make it 
the European leader in Its 
f jrfd. 

ZURICH ran into profit- 
taking that erased 79.2 from 
the SMI index, which closed 
at 7.091.2- 

UBS lost SFrll.50 ‘ to 
SFr420 while CS Group gave 
up SFI7.75 top SFz215^5 as 


the shares were heavily sold 
by foreign investors. 

Shares In telecom provider 
Swisscom reached a record 
intraday high of SFr608 
before retreating to dose 
SFr2 better on the day at 
SFT588. 

STOCKHOLM edged 
higher as telecom Ericsson 
continued to rally from the 
lows it reached last week 
after downbeat comments by 
chairman Lars Ramqvist 

The general index closed 
33J98 or LI percent higher at 
3,129-99 as banks and elec- 
tricity companies prospered. 

Ericsson, which slipped 84S 
per cent on Friday after Mr 
Ramqvist talked down Its 
trading prospects for next 
year, gained SKr6-50 or 
per cent to end at SKrl85.5. 
The shares stood at 
SKr237.50 before the com- 
pany issued a profits warn- 
ing two weeks ago that 
drove the stock down to 
SKrl82. 

One analyst said nothing 
had changed since the warn- 
ing. Investors were waiting 


for Ericsson to reveal new 
products in March. 

HELSINKI approached an 
all-time high as several 
stocks posted gains of more 
than 10 per cent. The Hex 
index gained 33.09 or 0.6 per 
cent to finish at 5,499.66. The 
index has risen 10.6 per cent 
in the last six sessions. 

For once, the star per- 
former was not Nokia, the 
telecom company. Although 
the stock reached a new 
record high of FM60&50 at 
one stage, it retreated to 
FMfiOl. down FMO50. 

MADRID closed higher 
after a volatile session on 
thin volumes. 

The general index climbed 
77.2 or 0B per cent to 9,679.9. 

Banks generally did well, 
with BBV rising Pta35 or 1.6 
per cent to Pt a 2,2 50 and San- 
tander adding Pta60 or 23 
per cent to reach Pta2,795. 

By contrast, electricity 
stocks mostly moved lower. 



Written rad edited by Wdwet 
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Tokyo tumbles as bond crisis adds to GDP fears 


Buenos Aires slippage 
gives buyers a chance 


BUENOS AIRES drifted 
lower at midsession in thin 
trade although traders 
claimed that the market's 
upward trend remained 
intact with the slippage seen 
as a buying opportunity. The 
Merval index was 2.67 
weaker at 433-75 . 

MEXICO CITY was weaker 
at midday with many inves- 


tors sidelined ahead of the 
long weekend. The IPC index 
lost 33.63 to 3,875.94. 

SAO PAULO was lower at 
midsession, giving back 
some of Monday’s rise. The 
Bovespa index was 88 lower 
at 7,113. Analysts noted the 
previous day’s 6.2 per cent 
rally was boosted by stock 
option expiry. 


ASlAPACffIC 

A rout in the bond market 
weighed heavily <m TOKYO, 
as an increase in supply met 
a fall in demand, writes 
Deborah Haynes. . 

The Ministry of Finance is 
doubling the volume of gov- 
ernment bonds next fiscal 
year at the same time as the 
Trust Fund Bureau, faced 
with a funding crisis, is halt- 
ing purchases. 

Predictions from the Inter- 
national Monetary Fund on 
Tuesday that Japan’s gross 
domestic product would con- 
tract 241 per cent this year 
coupled with the band news 
sent the Nikkei 225 Average 
plummeting 2.6 per cent or 
3734K) at 13,779.45, below the 
14,000 mark for the first time 
since November 2. 

The Nikkei 300 tumbled 
3.87 or 1 .8 per cent to 215.41 
while the broader-based 
Topix index sank 16.66 or L5 
per cent to 1.082.46. during a 
second day of decline. 


Bonds accounted for more 
than a quarter of Japanese 
banks' operating profits in 
the first half of fiscal 1998, 
and the banking Sector foil 
2J3 per cent Sumitomo Bank 
slipped Y54 to Yl.235, Tokyo- 
Mltsubishi Bank ten Y47 to 
Y1.233 and Fuji Bank was 
down Y26 at Y41L 
“The market looks set to 
re-test the old low of 
12,787.9,” said Michael Trace, 
Head of International Sales 
at HSBC Securities. Pre-holi- 
day trading on the main sec- 
tion was light at just 354m 
shares with declining issues 
outnumbering gainers 827 to 
315 while 150 issues 
remained unchanged. 

The yen depressed 
blue-chip exporters. Elec- 
tronics fell. Toshiba was 
down Y28 at Y677. Sony Y120 
at Y&32Q and Hitachi slipped 
Y24 to Y732. 

In Osaka the OSE was 
down Y133 at Y14,65a 
TAIPEI shot up 3.4 per 
cent as the newly strength- 
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ened state-led stock stabilisa- 
tion fund spurred strong 
buying in electronics. The 
weighted index rose 224.40 to 
6,782.68 in trade of T$88.5bn. 

Electronics, which usually 
set the tone for the wider 
market, soared 5.7 per cent, 
reflecting strong buying by 
the T$283bn stock stabilisa- 
tion fund and the Nasdaq's 
gains on Wall Street 


On Monday, the finance 
minis try announced a fresh 
batch of measures to bolster 
the emergency fund’s man- 
date. It would “intensively” 
and “regularly” buy stocks, 
officials said. 

In electronics, microchip 
giant United Microelectron- 
ics was limit-up at T$42£. 

BANGKOK saw a 4.7 per 
cent surge in liquid bank 


shares as funds adjusted 
portfolios before the end of 
the year. Volumes were 
depressed to only Bt2.1to by 
the year-end mood, the 
absence of some foreign 
operators and a general lack 
of incentives or leads for the 
market to follow. The SET 
index finished 6.17 higher at 
341.34. 

Oil price worries saw PIT 
Exploration and Production 
extend recent losses by Btfi 
to Bt240. Most other big-caps 
posted galas. Bangkok Bank 
rose Bt2.50 to Bt51, Thai 
Farmers added Btl to Bt53 
and Bangkok Expressway 
added Bt3.75 to Bt38. . 

KUALA LUMPUR lost 2Z 
per cent as profit-taking 
accelerated following the 
strong gains of recent weeks. 

Analysts said the forced 
aeflfng of small-cap Issues by 
stockbrokers depressed Sec- 
ond Board stocks bought on 
last week's speculative fer- 
vour. The composite index 
finished 13.62 lower at 537.22, 


but the Second Board index 
tumbled 7 j per cent 

More forced selling kept 
timber and construction 
stock Ekran on Its down- 
ward track. It closed 9 cents 
lower at M$1.01. 

SEOUL turned back after 
Monday's 7.7 per cent surge 
as concerns about the listing 
of state-run Korea Telecom 
dampened sentiment and the 
composite index finished 
17.52 or 3.1 per cent lower at 
547.75. 


SOUT H AfTOCA 

Johannesburg marked time 
near the day’s peaks and the 
overall Index finished 2323 
higher at 5J.S1.0 while indus- 
trials gained 524 at 5,985.7. 
Weaker bullion hit golds, 
although moves were exag- 
gerated by thin demand. The 
gold index lost 28 JS to 882.7. 
Market turnover of around 
R500m was boosted by large 
trades in Sasol, which fin- 
ished 20 cents easier at R22. 


I 



Conferences & Exhibitions 

A market place for conference and exhibition 
organisers to promote their events. 

For more information on advertising opportunities 
please call: 

Tel: +44 171 873 3849 Fax: +44 171 873 3064 
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To ibe holders of 

LAI SUN INTEStNATlONAL FIWANCE ( 1997) LIMITED 
US. $158400000 

4 PER CENT. CONVERTIBLE GUARANTEED BONDS DUE 2002 
GUARANTEED BY 

LAI SUN DEVELOPMENT COMPANY LIMITED 
Ithe-’BondO 

NOTICE IS HEREBY GIVEN in a c cortaace with Ctwse 6.1 of die Trust 
Deed between Lai Son Imanariooa] fiaaace 1 1997) Limited llbe dssner"X 
Lai Sun Drvtiopnien Company tinAwi (the "Gtannitof^l and The Law 
Debenture Trust Corpuraiioa pic. (theTiurteel aid Condition 15 of the 
terms and ccadukms of die Bonds (the “Condiikms*’) of the following 
deoils in irspeci of a rights issue of Shares of the Guarantor (the “Rights 
baue"> Hdndi was annomced co 21" December (996. 
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Record date in Hong Kong for Rights 
Issue: 

Period during which rights under the 
Rights Issue may be exercised: 


17*1 Jammy 1999 

[8th] January 1999 to 4pm 
on [27*1 January 1 999 


An adjustment to the Conversion Price in respect of the Bonds may 
result feoa the Rights Issue md notice of nay such adjustment will be 
published at the relevant rime. 

Terms not defined herein shall have the meanings given to diem in die 
Conditions. 

TRUSTEE 

THE LAW DEBENTURE TRUST CORPORATION PLC 
PRINCE S HOUSE 
95 GRESHAM STREET 
LONDON EC2V7LY 

LAI SUN DEVELOPMENT COMPANY LIMITED 
2 1 "December 1998 


Situations 
not vacant 


Appoirrtn-tente 

Anijouncemcntr, in the FT 

h j more M^jTC'-iacR Di'-TV C-V: 
Tct: 171 H7:5 401 5 


CONTRACTS & TENDERS 


PAKISTAN WATER AND POWER 1^ 
DEVELOPMENT AUTHORITY, f 1 r 


INVITATION FOB BIDS 

Ion Nol 3784 WtlFBIfa. 78011 
1. The Government of fire Islamic Republic of Mristan has received a loan of 
230 Million USS firm the hxematiaoal Bank for Reconatiucrioa and 
Development in varioos currencies to improve the reliability of Power 
Sectoc A part oftimlora (25 Million USS) wiU be used for the rehabilitation 


ofDistribution System and his intended that part of (beproceedsaffeeloan 
will be applied to eligible payments under the Contract for fee supply of 
DistributkaDsnsfomiera. 

2. The Water and Power Development Authority (WAPDA) now invites sealed 
bids firm eligible Bidde r s foam member countries of fee Wbrid Bank as 
eqdamed m secfiooIX oTEsader Documents, fo die snpfdy of Distribution 
Trsnsfbnziera»pcrWAPDASpecifkatk>osas follows: 

lMKVAlksufonnres 120 Nos. 

mKYATksufonun 240 Nn. 

3. In teres te d eligible Bidden may obtain fee bidding documents and further 
mfarmaion upon written request firm the office of tbe: 

OdefSt^oeer (JktiiabSHtatUm A EaagyLoss Redacdomy 
Project Director WAFDA, 410 Wapda Home Lahore Pakistan. 

Teb No. (92-42) 9202153, Fax No. (92-42) 9202153 
Tdexr 44869 WAPDA Pak. 

A conadete set at fee Bidding Documents may be purchased by any 

eligible bidder on fee submission of a written qtpficatkm to fee above 
address rad upon payment of a non refundable fee of Rs. 3000/— from 04- 
01-1999 to 28-01-1999 (010900 hows Pakistan Standard Time. 

4. AH bids most be accompanied by a Bid Security of not Jess +»m 2% of fee 
total Bid Price and mutt be delivered to fee office of Chief 
(Rebabaitafioa & Energy Loss Rednctiouy Project Director WAPDA on or 
before 28-01-I999t3llOOO hoots, Pridstan Standard Time. 

5. Bids wffl be opened in fee presence of the Bidder's re presentatives who 
choose to attend an fee same date at J100 hoots Pakistan Standard time m 
Lobby ofWapdaAutHtarinm Wapda House, Lahore. 


Chief Engineer (Rehabilitation & Energy Loss Reduction)/ 
Project Director WAPDA, 410 Wfapda House Lahore Pakistan. | 
Tel: No. (9242) 9202153, Fax No. (9242) 9202153 
Telex: 44869 WAPDA Pak. 
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FLEMING FRONTIER FUND 

PtSic Ccaapnrf) 
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Notice to Shareholders of 

Honing Fnmtier F Bid - Flexible Short Term Debt Find (“the FomT*) 

Sbarebotden of (be Fund air herettmoOTicI Hut punuani ui Ani<+ SO of ilw 
Ankles of lnrorpuniiiiu «rf ibe Compam. ihr B»iard uf Dirmon oT ihe Conwic 
1? hwe.tonwnwn and redwapoon of the <huis in ihr 
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